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Praying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 43500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricnarp H. West, Chairman of the Board 
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PuBLic UTILITIES FORTNIGHTLY . . stands 
for federal and state regulation of both 
privately owned and operated utilities and 
publicly owned and operated utilities, on a 
fair and nondiscriminatcry basis; for non- 
liscriminatory administration of laws; for 
quitable and nondiscriminatory taxation; 
pnd, in general—for the perpetuation of the 
prise system. It is an open forum 
free expression of opinion concern- 
blic utility regulation and allied 
_lt is supported by subscription and 
ing revenue; it is not the mouthpiece 
bf any group or faction; it is not under the 
editorial supervision of, nor does it bear the 
ent of, any organization or associa- 
editors do not assume responsi- 
the opinions expressed by its 
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“Westinghouse can bring you 


equipment for 
690-kv transmission 


systems—today!”” 


In the next seven years enough generating capacity 
will be added to our electric utility systems to power 
another America. To distribute this power economic- 














ally—to distribute it at all—will require super-vo'tage 
systems. For 460-kv to 690-kv systems, Westinghouse 


is ready today to furnish equipment to do the 
Ability to supply this equipment is completel) 
pendent upon basic understanding of system beh 


at such voltages. This knowledge has been acq' 


by exhaustive tests conducted in cooperation 
the electric utility industry. 


Building blocks of today’s E-H-V knowledge... 

Tidd project and high-altitude tests at Leadville 
Westinghouse gained early E-H-V experience in 
by building transformers for the American El: 
Power System’s field tests at Tidd Station 


job. 
de- 
vior 
ired 
vith 


| 947 
otric 


All 


operating conditions that could reasonably b: ex- 
pected were simulated, including surge voltages ‘ip to 





', Based on this experience, 345-kv apparatus 
. P- wer circuit breakers, transformers, arresters, 

‘ect switches . . . is in successful commercial 

on on hundreds of miles of 345-kv circuits. 


‘aced laboratory in the Rockies 


, in cooperation with Public Service Company 
rado, Westinghouse began participating in 

| investigation of E-H-V transmission in the 
Mountains. This project includes measure- 

f corona and radio influence and exhaustive 

‘ng surge experiments. Conductor size and 
Ung effects, reduced insulation levels and eco- 
homic- of super-voltages are being studied as a further 
extension of Tidd tests at 10,000-ft altitudes under 
Violent extremes of weather and temperature changes. 


Spending millions to save utilities tens of millions 


Building upon this field experience, and many suc- 
cessful commercial applications at 345 kv, apparatus 
has been further developed at modern test centers 
throughout Westinghouse—complete high-voltage, 
high-power test facilities allowing the development 
of equipment for 690-kv systems. 


Because of the Westinghouse policy of plowing back earnings 
into the future of the electric utility industry, the challenge 
of 690-kv transmission systems has been met! J-97211-R 


You caw BE SURE...1F Irs Westinghouse 


WATCH “WESTINGHOUSE LUCILLE BALL-DES! ARNAZ SHOWS” CBS TV MONDAYS 





a opening article in this issue deals 
with another phase of public relations 
and follows several previous articles on 
various facets of this subject which we 
have published in recent months. This 
particular article comes to a rather orig- 
inal conclusion that public relations itself 
—as a profession or business specialty— 
may be in need of better public relations. 
It deals with such questions as how much 
money a public utility company should 
spend for it. And where does this money 
go after it is spent? 


In reading over reports of discussions 
which public relations men have with each 
other at workshop meetings and _ else- 
where, we get the fleeting impression that 
maybe too much is expected of public 
relations as a technique without regard 
to the merits of the case to which it is 
applied. At least this question might bear 
some scrutiny in connection with the im- 
pact of public relations procedures on pub- 
lic reaction to rate increase developments. 


Ir goes without saving that the public 
relations technique is important and neces- 
sary. But there are limitations. It is, after 
all, only a tool, not a remedy in itself. No 
matter how competent or skillful a utility 
company’s statements or rate case pub- 


KIMBALL I. JACK 


ERIC SCHENKER 


licity may be, the most that can reasonably 
be expected from them is to have the com- 
pany’s position understood and justified 
in the public’s mind. If that is achieved, 
the public will accept subsequent rate in- 
creases, because it will understand why 
such increases are necessary. But no com- 
pany has ever been able to get its custom- 
ers to throw their caps in the air with joy 
when an announcement is made that it 
must ask for an increase or when an in- 
crease is actually granted. 


om! question. Should a utility com- 
pany open up with a high asking 
price in anticipation of bargaining down- 
ward in order to obtain a fair portion of 
the rate relief requested? This may ac- 
tually be necessary, where regulatory 
commissions are known to follow an al- 
most fixed policy of granting “half-a- 
loaf” increases. On the other hand, ask- 
ing for higher rates than can be clearly 
justified on the record can place a strain 
on public confidence and make the task of 
the public relations officer that much more 
difficult. 


Tus fundamental question of how 
much rate relief to ask for poses a most 
troublesome dilemma in rate case prepa- 
ration. Much may be said—where it is 
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Ti e design work on all these new 
cubstations is going to be hard 


t: handle with our present force. GIVE YOUR NON-ROO 


OPERATIONS TO PIONEER 


Design and Consulting 
Engineering Services 
Pioneer has specialized in design- 


Of course! They have enough ing power plants for 57 years. It 


. : : offers design service for fossil fuel, 
to do handling routine duties. hydro and atomic plants. It will 


Why don’t you call in Pioneer? also assist in forecasting load 
growth, in site selection, in pur- 
chasing and expediting of equip- 
ment and in supervising construc- 
tion. Pioneer's other services in- 
clude substation, transmission and 
distribution studies and design. 





Services in Regulatory Matters 
Pioneer offers its services in all 
phases of Federal, State and Local 
regulation including the rate base, 
depreciation analysis, cost of serv- 
ice studies, market analysis... 
certificate proceedings and rate 
of return. 


Corporate Services 
Pioneer's services in corporate 
matters include business and man- 

~ agement enginecriny advice, fingi-- 
cial, accounting and tax counsel 
and insurance and pension plans 
and programming. It operates a 
stock transfer and dividend dis- 
bursement service and maintains 
stock ledgers when desired. 


e 


40-page booklet, ‘Pioneering Pioneer Service 
New Horizons in Power.” De- . ° 

scribes, illustrates Pioneer's & E hoin @ 0 Yl no C 0. 
engineering services, and cor- 


tein services, from financ- 231 South La Salle Street 
ing to operation. Chicago 4, Illinois 


NEW! 
On your letterhead, write for 





PAGES WITH THE EDITORS (Continued) 


possible to do so—for the technique re- 
cently followed by the Michigan Bell 
Telephone Company in filing for a rate 
increase before the Michigan commission. 
This was a so-called “open-end” applica- 
tion for an unspecified rate increase. In- 
stead of going in and asking the commis- 
sion for “X” amount of dollars in addi- 
tional revenue (and then having the com- 
mission cut it in half or less), the apply- 
ing company simply pitched its case on 
the argument that prevailing rates were 
not yielding a reasonable return. This put 
the responsibility for fixing a reasonable 
rate on the commission. That is where it 
belongs. 


QO’ course, it is not always possible to 
do this. Various state laws require 
that any proposed increase should be spe- 
cific as to the amount proposed. Where the 
local statute has such a definite require- 
ment, there is not much else to do, except 
to ask for a specified amount and then 
take whatever the commission is willing 
to grant, subject to court appeal. But the 
fact remains that one of the difficulties in 
specifying a proposed amount of a rate 
increase is that it forces the utility com- 
pany, unwillingly perhaps, into a position 
of bargaining with the commission. In- 
stead of asking for something which 
ought to be its legal right under the law, 
subject to proof as to reasonableness, the 
company has to dicker for it, in a manner 
of speaking. 


KIMBALL I. JACK, author of our open- 
ing article, entitled “What’s Wrong with 
Public Relations ?”’, is vice president, sales, 
promotion, and information, The Wash- 
ington Water Power Company, with 
headquarters at Spokane, Washington. 
He has been with that organization since 
1938, and prior to that he did public rela- 
tions and advertising work for the Utah 
Power & Light Company at Salt Lake 
City. He attended the University of Utah. 


* *K * x 


a the grand opening of the 
St. Lawrence seaway, with interna- 
tional ceremonies attended by the heads 
of the United States and Great Britain, 
was not scheduled until later this month, 
the seaway has been in actual operation 


8 


THOMAS E. J. KEENA 


since April. In this issue we have an ar- 
ticle dealing with the economic problem 
involved in commercial operation of the 
seaway by Ertc SCHENKER, assistant pro- 
fessor of economics at Michigan State 
University. Dr. SCHENKER is also a con- 
sultant to the Highway Traffic Research 
Center, which is conducting a study en- 
titled “Social and Economic Effects of 
the Highway Development Program.” 
Previously, Dr. SCHENKER taught at the 
University of Tennessee and the Univer- 
sity of Florida. In addition to his aca- 
demic work, he has been employed by the 
U. S. Corps of Engineers to perform eco- 
nomic investigations of southern ports. 
He holds a PhD degree from the Uni- 
versity of Florida. 


* * xX K 


bp E. J. Keena, author of the 
article on exporting water across state 
lines which begins on page 908, is now a 
congressional aide to Representative Dad- 
dario, Democrat of Connecticut. At the 
time he wrote this article, however, Mr. 
KEENA was an editorial writer with 7he 
Hartford Courant. He is a native of Hart- 
ford and a graduate of Yale (BA, ’41). 
He has also taken special studies at Sor- 
bonne and Oxford. 


THE next number of this magazine will 
be out July 2nd. 


A, Clit 
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Thro :ghout its service territory—in Ohio, 
Penn:ylvania, West Virginia, Kentucky, 
Virginia, Maryland and southern New 


York — natural gas continues to be the 
preferred fuel for home and industry. 


serves a very special 


(@reyhbbectepe-Wm ech 





part of America 


THE COLUMB 
SYSTEM, INC. 
COLUMBIA GAS SYSTEM SERVICE CORPORATIO 
COLUMBIA HYDROCARBON CORPORATIO 


120 EAST 41et STREET, NEW YORK 17, 8. ¥ 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 


Erk CEeoe 


“There never was in the world two opinions alike.” 
—MoNTAIGNE 





GEORGE CHAMPION “T am afraid that it is fast becoming a habit in our 
President, The Chase country to regard Washington as a highly convenient 
Manhattan Bank. storm cellar—a place for one and all to run to at the 
first sign of disturbance. Unfortunately this is too often 

true of business as well as other groups...” 


¥ 


Wititiam A. McDOoNNELL “Too few people realize that when we ‘soak the rich’ 
President, Chamber of Commerce with tax rates that approach confiscation, this only in- 
of the United States. creases the taxes that must be collected from the lower 
brackets because the rich, deprived of incentive, simply 
refuse to make as much taxable income as their ability 

permits.” 


* 


Maurice H. Strans “T think there is a genuine need for some soul 
Director, Bureau of the Budget. searching about federal activities with a look to the 
years to come. This involves, among other things, con- 
sidering the proper relationship of the federal govern- 
ment to private enterprise and to state and local goy- 

ernments.”’ 


* 


SINCLAIR WEEKS “The total value of goods and services produced by 
Former Secretary of Commerce. the United States in 1956 approaches twice the total 
produced by the three next highest nations. Surely that 
fact alone ought to wipe out some of the recent in- 
feriority complex which seems to have been developing 
in this country.” 
¥ 


RicHarpD L. Jones, JR. “There is no secret in the formula for an independent 
Vice president and general newspaper. It’s merely a matter of, first, being a profit- 
manager, Tulsa Tribune. able business enterprise and, second, the will and con- 
viction on the part of publishers and editors to cover 
and interpret the scene with all the freedom and ease 

that money in the bank allows.” 


¥ 


RicHarp M. Nixon “T can think of no more shortsighted action than 
Vice President of the this [publishers’ report that their national advertising 

United States. was down as much as 40 per cent in the first quarter] 
on the part of national advertisers. The very people 
who have most at stake in the survival of our free 
economy should be betting on its growth rather than 
hedging on its possible failure.” 


> 


J. E. Corette “Where the government-operated business is in di- 

President, Montana Power rect competition with a privately owned tax-paying 

Company. business, it ultimately destroys the taxpayer. In spite 

of greater efficiency and economy of private business, 

it cannot survive against tax-free, interest-free com- 

petition which does not have to make a profit or worry 
about the source of new money.” 
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M. nth-by-month analysis of 
lling by the “One-Step” Method* 
ovides the accurate, clearly docu- 
report illustrated above. The 
hese monthly reports in devel- 


ata for rate cases has been amply 

hy their reception before public 
nmissions during the past decade. 

these analyses rate engineers can 

piot past, present and future courses 
le in helping secure rates to protect 
gs ratio necessary to attract fresh cap- 
lant expansion under construction or 
or the future. 


et describing the ‘‘One-Step’’ Method of Bill 
alysis s yours for the asking — write Dept. U-1. 


An RS service exclusive 


ECURDING & STATISTICAL 


CORPORATION 
100 Sixth Avenue + New York 13, N. Y. 





Coming IN THE NEXT ISSUE 


(Thirtieth Anniversary Issue, July 2, 1959) 


* 


THE TRIUMPH OF STATE COMMISSION REGULATION 


The president of the National Association of Railroad and Utilities Commissioners 
The Honorable Matt L. McWhorter, who is also chairman of the Georgia Public 
Service Commission, happens to be one of the real veterans of state. commission regu- 
lation. He has personally lived through many of the problems of commission regula- 
tion for many years. His article outlines these developments which the thirtieth anni- 
versary issue of PUBLIC UTILITIES FORTNIGHTLY is proud to honor. 


THREE DECADES OF REGULATION OF PUBLIC UTILITIES 


As is fitting with a thirtieth anniversary issue dedicated to progress in commission 
regulation, this article is written by the informally acknowledged dean of the state regu- 
tory commissioners, The Honorable H. Lester Hooker of the Virginia State Corporation 
Commission, who gives us his impressions and firsthand experiences of regulatory 
developments, not only in Virginia but elsewhere as well. 


IMPROVING THE REGULATORY PROCESS 


Much has been written and said during the past two years about the need for re- 
forming and correcting regulatory procedures, especially in the light of the investiga- 
tion of the federal commissions by House Subcommittee on Legislative Oversight. The 
chairman of that subcommittee, as well as the chairman of the House Interstate and 
Foreign Commerce Committee, The Honorable Oren Harris (Democrat, Arkansas), 
gives us the benefit of his ideas about improving the regulatory process. 


THE LAWYER AS AN EXECUTIVE OF A REGULATED UTILITY BUSINESS 


It is not often, in fact it is practically unique, to have an author whose background 
embraces not only experience as a regulatory commission staff attorney and experience 
as an economics professor, but also a successful legal practitioner culminating in becom- 
ing the chief executive of one of the fastest growing and successful public utility systems 
in the United States today. The author is Donald C. Power, chairman of General 
Telephone & Electronics Corporation. 


HAS REGULATION BEEN GOOD FOR THE INVESTOR? 


No one can speak about this subject with more authority than Harold H. Young, 
partner, Eastman Dillon, Union Securities & Co., who has lived through the vicissitudes 
and triumphs of public utility operations from the investor's point of view since the 
hectic days of the Holding Company Act of 1935 and what led up to it. Although the 
comment is repeatedly made over the years that ''this is not a good time to buy utility 
stocks,’ long-range experience has proven otherwise. 
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COMING IN THE NEXT ISSUE—( Continued) 


MY INTERVIEW WITH EDISON 
Anniversary issues always bring up nostalgic memories. James H. Collins, author of 
business articles, who was a contemporary of the two great pioneers of American 
utility enterprise—Bell and Edison—is still going strong. His article gives us some 
personal reminisences of the times when both the telephone and the electric light 


were comparative novelties. 


BOW-WOW, MISTER METERMAN! 
Now and then a magazine article happens to strike the fire of imagination to the 
point of repeated requests for reprinting. Although frequently reprinted by many 
public utility companies, this posthumous article by Bruce McAlister has been re- 
quested many times since it first appeared in 1946. It is a simple story of one of 
the oldest problems in the utility business—the faithful house dog and the meterman. 


THIRTY YEARS AGROWING 
Ever since PUBLIC UTILITIES FORTNIGHTLY first made its appearance as a national 
magazine in 1929, its present editor, Francis X. Welch, has had the opportunity of 
watching the various developments in growth of commission regulation to which this 
publication is primarily dedicated. In this article he gives his personal observations 
of the high lights and events in this special field of commission regulation which marked 
three decades of growth of federal and state commission regulation. 


THE SILVER ANNIVERSARY OF THE FEDERAL COMMUNICATIONS COMMISSION 
On June 19th the Federal Communications Commission will be twenty-five years old. 
What could be more fitting than a salute to the silver anniversary of this federal regu- 
latory commission which, although the youngest of all federal regulators of utilities, 
now has reached the quarter-century milestone. 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others, 
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PUSH BUTTON PEAKING 





G}-ANYWHERE, ANYTIME 


Completely unattended, GOOO 
KW Electro-Motive Plant is on 
the line at full power in ninety 
seconds or less 





pcgccelagor™ 7 ‘ee 
Te ee 

A signal from a central dispatching point brings Electro-Motive 

Peaking Power on the line where it’s needed—near the load. Within 

90 seconds from the push of a button, you can satisfy peaking or spin- 

ning reserve requirements. It starts, synchronizes, goes on the line, and 

steps up to full power output completely unattended. No warm up period 

is needed, no prior preparation is required. 


The Electro-Motive Peaking Plant is an outdoor, sound-deadened, 
weather-proofed plant ready for easy installation anywhere on the sys- 
tem—right at the step-down substation serving the load. No expensive 
building or foundation work is required. 


Unitized, self-contained design allows: 


pp \ i We | ¢ low investment cost. .$85 per KW, f.o.b. factory 

° low installation costs. .less than $15 per KW 

e flexibility in meeting site limitations 

e adjustment in capacity at very low incremental cost 

An Electro-Motive 6000 KW Peaking Plant can be operating on 


your system in less than 5 months time—4 months lead time plus 10 
days for installation. 


For complete details, see your Electro-Motive representative. 


om] 


ELECTRO-MOTIVE DIVISION 
GENERAL MOTORS : LA GRANGE, ILLINOIS 


Sales-engineering offices: Chicago, New York, St. Louis, San Francisco 


In Canada: General Motors Diesel Limited, London, Ontario 














PROCEEDINGS 
1958 CONVENTION 


AT PHOENIX, ARIZONA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 








THis edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of "The Memphis Decision and Its Effect on Gas Distribution Companies", "The Case 
for Repeal of the Excise Taxes on Transportation and Communications", and "The 
Treatment of Accelerated Depreciation for Rate Making Purposes." 


Price $10.00—Approximately 550 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions the new editions have been printed in three (3) 


volumes: 


Class A & B — 128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .... $4.50 


Class C — 100 pages 


Accounts for utilities having annual water operating revenues of $50,000 or more and 
less than $250,000 3.50 


Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 ... 2.00 


NOTE: 1958 Revised Uniform System of Accounts for Electric and Gas Utilities are in the process 
of being printed and will be available about May 1, 1959. 
1958—Regulations Governing the Preservation of Records of Electric, Gas 
and Water Utilities 
Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
phone rate in effect June 30, 1957 2.00 
Local Service Telephone Rates—Set of revised pages only for 1958. 75 loose leaf pages 1.25 


Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 


so-called Phoenix Plan changes 2.00 


Depreciation: 

1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 

of the problems of depreciation on public utility regulation. 326 pages, paper bound 4.50 
1946—Methods of Pricing Retirements from Group Property Accounts 1.25 
1948—Letter Symbols for Mathematics of Depreciation 1.00 
1948—Half Cycle Methods of Estimating Service Life 1.00 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 

Internal Revenue Code of 1954) 1.25 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) .... 1.00 
1958—Report of Committee on Depreciation (Cost of Removal and Gross Salvage related to 

Book Cost Retired for Electric, Gas and Telephone Companies) 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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Thursday—18 


American Institute of Elec- 

trical Engineers begins 

paper and pulp conference, 
Orono, Me. 


Friday—19 


Colorado Broadcasters and 

Telecasters Association be- 

gins meeting, Glenwood 
Springs, Colo. 


Saturday—20 


Edison Electric Institute, 
Accident Prevention Com- 
mittee, will hold meeting, 
Los Angeles, Cal. July 6-8. 
Advance notice. 


Sunday—21 


American Institute of Elec- 
trical Engineers begins 
summer and Pacific gen- 
eral meeting, Seattle, Wash. 




















Monday—22 


rican Society of Re- 

erating Engineers be- 
mnual meeting, Lake 
Placid, N. Y. 


Tuesday—23 


Michigan Electric Asso- 
ciation ends two-day an- 
meeting, Mackinac 


Island, Mich. 


nual 


Wednesday—24 


Canadian Electrical Asso- 

ciation begins annual con- 

vention, Murray Bay, Que- 
bec, Canada. 


Thursday—25 


Canadian Gas Association 

ends four-day annual meet- 

ing, Victoria, British Co- 
lumbia, Canada. 





Friday—26 


llution Control As- 
n ends annual meet- 
Los Angeles, Cal. 


Saturday—27 


American Water Works 


Association will hold annual 


conference, San Francisco, 
Cal. July 12-17. Advance 
notice. 


ed 


Sunday—28 


Advertising Associction of 
the West begins annual con- 
vention, Tahoe City, Cal. 


Monday—29 


Western Summer Radio- 
Television and Appliance 
Market will hold western 
merchandise mart, San 
Francisco, Cal. July 20-24. 
Advance notice. 








Tuesday—30 


‘ican School Food 
Association will 
neeting, San Fran- 
‘al, Aug. 9-13. Ad- 


vance notice. 





JULY 


Wednesday—1 


American Bar Association 
will hold annual meeting, 
Miami Beach, Fla. Aug. 


24-28. Advance notice. 





Thursday—2 


The American Dietetic As- 

sociation will hold meeting, 

Los Angeles, Cal. Aug. 24- 
28. Advance notice. 





Friday—3 


Mid-West Gas Association 
will hold gas school and 
conference, Ames, Iowa. 
Aug. 26-28. Advance notice. 














Wide World Photos 


Utility Bird Haven? 


No, the birds have not taken over these utility poles in southwest 
Kansas. What look like nests are tumbleweeds catapulted 
to their crossarm roost by high winds. 
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What’s Wrong 


With Public Relations? 


The utility industry suffers from indecision and lack of planned, concerted 
action on the public relations front. It needs seriously to appraise the many 
PR practitioners who advocate the expenditure of large sums of money from 
which nebulous or hard-to-measure results are obtained. It should find out 
what problems are of the deepest concern to its consumers and align its 
interests with theirs in a way that counts. It might well take a tip from the 


| 


government power bloc which consistently wins important gains despite 
limited financial resources. 


By KIMBALL |. JACK* 
Vice President, The Washington Water 
Power Company 


ALF the earth’s population, it may 
be supposed from newspaper talk, 
makes ready to revolt against some- 

thing or somebody, while the other half 
is already in rebellion. Mankind has cre- 
ated for itself a world of perpetual un- 
rest. 

At one time or another, history shows 


*For additional personal note, see “Pages with 
the Editors.” 


that all the principal rivers have been 
dyed with human blood. France, England, 
Africa, America, Iraq, Kirghiz, Argen- 
tina, Trepurs, and Cochabamba—each 
area has contributed turbulent episodes 
wherein “the people” have demonstrated 
against real or fancied wrongs. Revolt is 
often due to the wrong kind of public rela- 
tions. Back of each uprising is some de- 
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gree of physical or mental discomfort. 
Stress seems to move even gentle folk to 
strange behavior. As emotion grows in- 
tense, these kindly souls become vicious 
and unmanageable. 

In countless milder situations, people 
quite unaware of involvement in a pub- 
lic relations problem have stood in line at 
the polls to chalk up rebellion against 
leaders who dispensed some kind of polit- 
ical injustice. 

In still other instances, “the people,” 
with set notions about fair value and fair 
play, have blackballed a careless business 
firm that offended them. This has resulted 
in business failure. 


eames of geography, or period of 

time, regardless of education, those 
who offend the comfort of mind and body 
of the masses have suffered consequences. 


In extreme or primitive situations, public 
resentment crushes the victim with bloody 
hands. Posterity cannot make amends. 
The victim is finished—done for! Only 
the people continue on. In milder cases, 
though physically unharmed, the offender, 
in so far as the world of competition goes, 


9 


is likewise finished. “Gone broke,” reads 
the sign in the window. And again only 
the people live on. 

Verily, the power is with the people. 

If we pause at the cause of rebellion, 
speculate why one-third of the world’s 
population gives ear to Socialism and 
Communism (so-called rule by the peo- 
ple), it is a fair conclusion that none of 
us would deliberately ignore opportunity 
to improve public relations. Simple wis- 
dom dictates that those remaining in the 
fray spend vast stores of energy, if neces- 
sary, to get attention of the masses and 
to please them. 
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Good Public Relations No Mystery 


— public relations,” say experts 
in the field, “is so simple, so easily 
attainable, so inexpensive, so downright 
sensible, it is difficult to understand why 
some people make it appear mysterious and 
difficult.” 

Suppose, for example, you are camped 
by a wilderness stream. Suppose, too, an- 
other car pulls into the clearing, the driver 
speculating about your reception. If 
friendship is desired, sticks and stones are 
put aside. You call out words of welcome; 
give helpful advice as to suitable camp 
site; offer a cup of coffee and firewood; 
point out your own favorite bend in the 
river where fishing is good. 

Plato summed it up 2,000 years ago 
when he said, “In every man’s bosom are 
two counselors—one is pleasure and one 
is pain.” We make friends by doing 
friendly things. It is the warm feeling of 
concern for others, the possibility of per- 
sonal benefits, material and spiritual, not 
necessarily their realization, that makes 
popular all successful politicians. 

What we are willing to do in time of 
need is the thing that counts. Is our prom- 
ise one of harm, or is it help? Will we 
create comfort or discomfort? This is the 
public velations rule that permeates all life. 
The amoeba unable to crawl, the bird hop- 
ping on the lawn, the deer in the field, the 
savage, and the modern utility customer 
have this one reaction potential. All life 
responds to the hand that gives comfort. 
It cuts through nationalities, levels out the 
rich and the poor, the educated and the un- 
learned, the sick and the healthy, the 
jungle man and the modern traffic cop. It 
is worth repeating: We make friends by 
doing friendly things; and as the need 
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WHAT’S WRONG WITH PUBLIC RELATIONS? 


grows desperate, the deeper the human 
response for a helping hand. 


Complexities of Public Relations 
“_ the formula is oversimplified,” 
you protest. “Modern life is the 
total of thousands of ideas promoted by 
many thousands of personalities, some 
downright ornery.” 

Admittedly, the problem does grow 
somewhat complex when it is assumed that 
up the road a piece, some rascal who envies 
your camp equipment and your town home 
hails the newcomer as he drives by and 
poisons his mind, saying that you beat 
your wife and children; that items about 
camp somehow disappear, only to show up 
later in your possession; that you make 
promises you do not keep; that you charge 
crazy prices for what you sell; and that 
you are wanted upstate by the sheriff. This 
is about what enemies of the profit sys- 
tem are saying all the time, in one form 
or another. On évery opportunity, certain 
persons, for motives of their own, are 
busy prejudicing “the people” against our 
private enterprise system. Every hour 
cunning promoters with socialistic intent, 
and with an eye for possession of the elec- 
tric utility industry, are sowing seeds of 
revolt. 


q 
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What happens to public relations at this 
point? What becomes of management’s 
good intentions? How does any success- 
ful business institution, the political party, 
the professions, the labor union stave off 
mass rebellion in a world where malice and 
envy are the order of the day? Just what 
is the secret of getting along? Who has 
found it? 

How can the rest of us get our hands 
on the mysterious stone which warms 
and softens human response already em- 
bittered ? 


Goce 1947, when Boston University 

took the first step, over thirty univer- 
sities have added to their curriculum the 
study of public relations. Institutions of 
higher learning plan to teach the relation- 
ship, if possible, between complex mass 
man and certain leaders who are potential 
targets for rebellion. A few schools insist 
that public relations is so important, so 
far-reaching in our society, that before 
objective attention can be given the 
subject, a potential student must have al- 
ready earned at least a Bachelor’s degree. 
It is a serious business, comments Elwood 
Crissey : “When a man presumes to mold 
others’ thoughts, he takes on an ethical 
responsibility.” 


"THE reasons for nonfulfillment of the public relations promise are 
not difficult to guess. For one thing, many self-styled practitioners 
with something to sell are hardly qualified to advise. This may come 


as a surprise to a few businessmen, but it is no headliner to profes- 
sional public relations men, It has been said by experts that no one 
is quite sure whether public relations is an art, a science, a profession, 
a business, a game, or a racket. Perhaps it is a little of each. Steven 
Fitzgerald calls it a profession in search of professionals. ... A recent 
national public relations conference devoted considerable thought 
to the theme of elevating this profession. All agreed that public 
relations is in need of public relations." 


891 
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Progress in Public Relations 


oe we in the electric utility in- 
dustry are also asking ourselves quite 
often these days, “Is there a positive, a 
more speedy way to gain consumer good 
will?” Many large utilities and trade asso- 
ciations, conscious of consumer unrest and 
unable to wait for colleges to answer our 
problems, have organized more or less for- 
mal public relations departments. These de- 
partments are staffed by men drawn from 
fields of journalism, personnel, advertis- 
ing, accounting departments, or they are 
individuals promoted within the firm be- 
cause of a flair for getting along with 
people. For example, a male clerk active 
in Junior Chamber community work may 
become a company’s public relations direc- 
tor. Or a newspaper reporter with years of 
contact with the company from the out- 
side may be taken over and made manager 
of customer relations, reporting to the top 
executive. 

Such practitioners compete with public 
relations managers for The Blue Angel 
Night Club, a public library, local medical 
groups, real estate and life insurance trade 
associations, baseball and similar groups 
which look to advertising and newspaper 
work for major accomplishment. Many 
industry practitioners are not properly 
recognized, and a few have sufficient au- 
thority to carry out their ideas. 


nae list another class of coun- 

selors willing to tackle public unrest. 
The list includes 2,775 recognized adver- 
tising agencies, and at least 30,000 sales 
representatives of radio, television, out- 
door advertising, car cards, newspapers, 
magazines, and print shops, each having 
its own wares to sell the distressed firm. 
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The outcome is a printed booklet about a 
new steam or hydro plant, or a series of 
newspaper advertisements about dogs, be- 
cause two out of five people like dogs, or 
it may be a news TV broadcast, or even a 
variety show. Their proposals, gimmicks, 
including singing commercials, blunders, 
and downright uncommon sense, are infi- 
nite. Because this group often fails to dis- 
tinguish between techniques (which are 
only the tools of public relations) and ob- 
jectives (which go to the real problem), 
management might well hesitate to rest 
the public relations assignment entirely in 
their hands. 

In addition there are a few agencies 
which class themselves as professionals in 
the field of public relations. Staffed with 
some of the nation’s foremost psycholo- 
gists and research men, trained, method- 
ical, experienced, and intuitive, these lofty 
ones are more inclined to examine the con- 
sumer problem in its entirety, to learn the 
cause for public ill will, to name objec- 
tives and targets, to select proper media, 
to co-ordinate activities, to activate em- 
ployees, and with measured steps move 
ahead. The public relations society of 
America, self-adjudged the elite of practi- 
tioners, lists some 1,200 members, having 
salaries ranging from $5,000 to $100,000 
per year. Agencies are distributed over 
the length and breadth of the nation, with 
250 located in New York, 60 in Chicago, 
25 in Los Angeles, etc. Some topflight 
agencies are more qualified than others; 
none the less, each contributes to a grand 
total of 100,000 practitioners who spend 
annually some $2 billion of the business- 
man’s money. 


pened public relations men get 
together in annual conference, both 





WHAT'S WRONG WITH PUBLIC RELATIONS? 


Effective Methods of Government Power Bloc Are Worth Copying 


ul | owe progress government power people 

make is largely attributed to the fact 
that their leaders understand the need for 
action. Because socialistic minds are dead seri- 
ous about winning the ball game, their leaders 
have managed somehow to bridge the gap 
between deliberations and the actual cam- 
paign. Definite targets are named (usually a 
Congressman or a proposed law). Lacking 


money with which to stage a TV extravaganza across the nation, lacking 
endless time in which to polish the public relations vehicle, oiling its engine, 
and perpetually tooting the horn, these eager beavers opposed to the profit 
system waste no time getting into high gear. They talk in terms of nasty 
news releases, or they instigate an investigation, or call for minutemen to 


put pressure on some new law." 








locally and nationally, or they assemble 
on college campuses to deliberate in work- 
shop sessions, or they attend monthly 
dinner meetings to exchange ideas, and to 
use each other as a sounding board re- 
garding new adventures of good will. 
Very much like preparations under way to 
launch ourselves against the moon. Count- 
less gimmicks and brain children, both 
trivial and profound, are made available 
for a good-will thrust against orbiting 
revolution. 


Do PR Experts Earn Their Salt? 

|. ol what does this vast assemblage of 

brain power, skills, and techniques 
actually contribute to present-day con- 
sumer unrest? What comes out of the na- 
tion’s workshop conferences and its discus- 
sion groups? Who attends these customer 
relations meetings from the electric utility 
industry? What do delegates talk about? 
What happens when representatives of 
the business firm return home? Is our prob- 
lem solved? 


Sadly, it must be admitted that the 100,- 
000 practitioners over the nation and the 
firms willing to spend two billions each 
year have not done a satisfactory public 
relations job—at least so hums a tuneful 
public, 


Business does not share. 
Business does not care. 


Pema laws grow more and more fa- 
vorable to Socialism. College and 
high school students look to government 
for employment and security; millions of 
voters support left-wing politicians whose 
secret hope is to change—and perhaps 
eliminate—the profit system. Then there 
are those millions of men and women em- 
ployed by business, who reap their re- 
wards from the hands of business by way 
of abundance, convenience, health, rec- 
reation, and laborsaving. But to whom 
do they give the credit? Like as not they 
point to the labor union and to govern- 
ment for most of the benefits they enjoy. 
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Despite counselors, advisers, skills, and 
practitioners knocking at the door of busi- 
ness, venom against our profit system con- 
tinues to pay dividends to groups who for 
various reasons, or even lack of reasons, 
would cripple and eventually destroy that 
same system. 


HE reasons for nonfulfillment of the 

public relations promise are not diffi- 
cult to guess. For one thing, many self- 
styled practitioners with something to sell 
are hardly qualified to advise. This may 
come as a surprise to a few businessmen, 
but it is no headliner to professional pub- 
lic relations men. It has been said by ex- 
perts that no one is quite sure whether 
public relations is an art, a science, a pro- 
fession, a business, a game, or a racket. 
Perhaps it is a little of each. Steven 
Fitzgerald calls it a profession in search 
of professionals. David Cort comments, 
“Ordinary people who don’t know what 
public relations men do are not half- 
witted ; public relations men don’t exactly 
know, either.” 

A recent national public relations con- 
ference devoted considerable thought to 
the theme of elevating this profession. All 
agreed that public relations is in need of 
public relations. 


No Professional Standards 

FF as matters stand today, no exam- 

ination or license is required of any- 
one who chooses to enter the new profes- 
sion. You can call yourself an expert, and 
you are. No code of ethics is imposed. The 
imposter is not subject to penalty. No set 
fees are established. No standards of serv- 
ice performance are recognized. There is 
no rule to measure accomplishment, and 
those who misrepresent are seldom disci- 
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plined. A good part of the $2 billion spent 
annually on public relations may or may 
not go down the drain. Nobody knows for 
sure. And until a reformed and disciplined 
profession sees fit to make available its 
list of accredited practitioners who can 
and will give the client conscientious and 
adequate service, there is little hope for 
broad public relations progress. 

Another reason consumers fail to ap- 
preciate American business, including the 
importance of private electric utility op- 
eration, is the fact that people seriously 
concerned with the solution to consumer 
problems have so little by way of refer- 
ence materials. 

Other fields are more generously pro- 
vided for. The chemist, engineer, the 
entomologist, zoologist, the physicist, and 
even the building contractor and architect 
may fall back upon valuable observations 
made by methodical minds, which through 
the years added bit by bit to the more ef- 
fective profession today. Young men en- 
tering the practice of medicine have avail- 
able books listing all manner of diseases, 
with specific treatments tried and true, 
properly catalogued, and massive tomes 
describing the circulatory system, bone 
structure, and network of nerves. On top 
of this are the specialists dealing with the 
more 1incommon mysteries to be encoun- 
tered. We have no such riches of refer- 
ences, guides, or source materials in the 
field of public relations. 


| petonnaioniaggs of some 50,000 titles to 

magazine articles revealed only a 
skimpy five articles devoted to the tremen- 
dously important problem of dealing with 
“the people,” three of which were rela- 
tively trivial. College textbooks are hard 
to find. Library shelves have that dismal, 





WHAT’S WRONG WITH PUBLIC RELATIONS? 


empty look when the librarian, like Old 
Mother Hubbard, searches for informa- 
tion. The librarian is never quite sure 
whether public relations means propa- 
ganda, personnel, industrial relations, 
publicity, advertising, or what. 

Perhaps the public relations profession 
is too young to have accumulated data to 
assist the next generation. But it is never 
too early to start. For as matters now 
stand, recorded evidence of all kinds has 
been scrupulously avoided. Where other 
professions insist upon facts and figures 
which will stand up under rigid examina- 
tion, it seems that when dealing with peo- 
ple and emotion, we cease to be objec- 
tive in our search for truth. Because we, 
ourselves, are people, and because we deal 
with other folk of our kind, it is appar- 
ently assumed that nothing is worth tabu- 
lating, and certainly no formula worth 
trying twice. 


PR Experts’ Methods Differ Widely 


b bron who follow Freud will prob- 

ably specialize in a collection of sex 
symbols and explain public unrest thereby. 
Adler’s disciples will insist that public 
frustration is the will to power. Jung’s 
followers will climb out on another limb. 


€ 


Bruer’s admirers would hypnotize the un- 
happy customer to discover hidden mo- 
tives in his mind. Behaviorists conven- 
iently get rid of mind altogether. Like- 
wise, if five public relations counselors ex- 
amine an industry problem, five explana- 
tions for the phenomenon of ill will may 
be given, three methods of bleeding the 
arteries proposed, and, should the patient 
recover, each expert without making al- 
lowance for other factors that probably 
contributed to better health, will take full 
credit for the change. 

A few psychology professors are be- 
ginning to dig into the ways and means 
of propaganda and public relations tech- 
niques, but these inquiring minds often 
leave the unsophisticated far behind. Man- 
uscripts are confidential and have limited 
circulation. They bear titles such as, “De- 
termining the Dependent Variables in Cer- 
tain Correlations’; “Outline of Some 
New Methodology for Social Research” ; 
“Cross-cultural Education and Its Im- 
pact”; “Home Television Behavior, Ten- 
tative Conclusions”; “Communication 
Systems and Social Structure, an Explan- 
atory Comparative Study”; “News Com- 
mentator Effect, a Study in Knowledge 
and Opinion Change”; etc.; etc. 


. « as matters stand today, no examination or license is required 


q of anyone who chooses to enter the new profession. You can call 

yourself an expert, and you are. No code of ethics is imposed. The 
imposter is not subject to penalty. No set fees are established. 
No standards of service performance are recognized. There is no 
rule to measure accomplishment, and those who misrepresent are 
seldom disciplined. A good part of the $2 billion spent annually 
on public relations may or may not go down the drain. Nobody 
knows for sure. And until a reformed and disciplined profession sees 
fit to make available its list of accredited practitioners who can and 
will give the client conscientious and adequate service, there is little 
hope for broad public relations progress." 


895 JUNE 18, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


One phase of public relations which de- 
pends upon numbers for accuracy comes 
as a lifesaver. It is the rule that proves 
the exception to faith and guesswork— 
the public opinion survey. Surveys place 
within the grasp of any business execu- 
tive fairly accurate data as to how many 
people in each 100 dislike the profit sys- 
tem, and what they think of local business 
practices, or any particular aspect one 
cares to put under the survey spotlight. 
Surveys reveal what annoys various seg- 
ments of the public and suggest proce- 
dure by which the business executive can 
move toward contentment, at least for the 
majority. Seldom will the survey man 
place the cart before the horse by advo- 
cating the use of media. To learn what 
is in the customer’s mind, he has hit upon 
strategy which so many practitioners 
never thought of—he buttonholes the 
customer in question and asks him. That 
simple service costs money, but it is worth 
the cost. 


Less Talk—More Action Needed 


en cause for public relations frus- 

tration comes by the fact that most 
of us do lots of talking and let it go at 
that. A few exceptions always make the 
rule. Unlike organized baseball, better 
housing, and roads movement, unlike rec- 
lamation, pest control, polio drives, and 
sanitation, public relations practitioners 
and trade associations alike have scarcely 
learned the art of setting ideas in motion. 
Most of us like to play the waiting game, 
hoping that without too much effort on 
our part, public relations problems will 
iron themselves out. Meetings are held to 
discuss the situation, then more meetings. 
For fifty years we have drifted toward 
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the welfare state, and the pattern remains 
unchanged. To have one’s body occupy 
a seat, to listen to speakers review the 
sorry plight business is in, to break the 
heavy atmosphere with a few comments 
from the floor, to gather around the 
luncheon table where we hear another 
speaker prepare the way for afternoon 
panel discussion, followed by a banquet 
and still another speaker, is typical of pub- 
lic relations and most other conferences. 


ccW/ = must be vigilant,” warns a 

noted voice from the platform. 
Delegates smile and applaud, or they 
frown and refrain from applause. Either 
way, the message lulls them for another 
year. It is unthinkable that the chairman 
call for a vote on action, or move toward 
a majority conclusion, because conclu- 
sions might possibly upset the equilibrium 
of certain members. Most often, we pull 
down the shades and offer each other con- 
solation, with no effort at setting simple 
targets all can work toward. The man- 
ager of a ball team forever admonishing 
his players to keep a wary eye on the 
opposing team, but never starting the 
game, is unthinkable. The sales manager 
who day after day reminds his crew that 
“we face serious problems ahead,” and 
that “something needs to be done,” but 
who never assigns quotas, displays the 
product to be sold, or sends his men out 
of doors to beat the bushes would not 
earn his salt and might just as well man- 
age a PTA. A recent questionnaire to del- 
egates attending a public relations plan- 
ning conference produced the following: 


Question: What would you propose 
to improve next year’s meeting? 
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Find Out Your Consumers’ Interests and Capitalize on Them 


. . . the most direct way to consumer appreciation for the electric and 


other industries is to look twice at the practitioners who advocate the ex- 
penditure of large sums for gimmicks and trivial advertising. It would be to 
learn what the consumers want and then make a serious effort to do something 
about it. If public health is major concern, why not use this golden opportunity 
to set up committees locally and nationally to study the relationship of health 
to electricity, and then tell the public what is in the mill. Oddly enough, 
almost anything the electric industry does in this field, as well as other serious 
topics, will contribute to the increased sale of electric service, for sanitation, 
eyesight conservation, food preservation, the use of isotopes and sun lamps 
are bread-and-butter activities of electric service." 


Answer: “I suggest speaker be 
eliminated from the banquet the first 
night . . . however, if it is decided to 
continue having a talker, believe some- 
thing light or humorous would be 
better.” * * * “Have stem-winder at 
the noon luncheon outside the industry, 
national affairs, nuclear energy .. .” 
* * * “Tiscuss landscaping of substa- 
tions...” * * * “Discuss how to move 
top management.” * * * “I think real 
encouragement would be special regis- 
tration rates for wives—perhaps a 
straight half-price. . . . The ladies can 
keep busy visiting historic sites, thea- 
ters, etc.” * * * “More care should be 
made to select a topnotch hotel.” * * * 


e 


“Round-table discussions were disap- 
pointing... . I learned practically noth- 
ing.” * * * “The schedule was very 
tight. . . . Public relations managers 
go at a hectic pace in their daily jobs 
and many of them come to conference 
hoping for a little relaxation. I suggest 
4 p.m. the closing time.” * * * “I saw 
only the hotel, nothing more.... A 
tour would be helpful to my way of 
thinking.” 


Government Power Has Definite Goals 
, [ ‘HE progress government power peo- 

ple make is largely attributed to the 
fact that their leaders understand the need 
for action. Because socialistic minds are 
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dead serious about winning the ball game, 
their leaders have managed somehow to 
bridge the gap between deliberations and 
the actual campaign. Definite targets are 
named (usually a Congressman or a pro- 
posed law). Lacking money with which 
to stage a TV extravaganza across the 
nation, lacking endless time in which to 
polish the public relations vehicle, oiling 
its engine, and perpetually tooting the 
horn, these eager beavers opposed to the 
profit system waste no time getting into 
high gear. They talk in terms of nasty 
news releases, or they instigate an inves- 
tigation, or call for minutemen to put 
pressure on some new law. 

If the electric utility industry’s wings 
seem clipped, the industry itself does much 
of the clipping. Its reputation is that of 
one composed of rugged individualists. 
Too often industry people make them- 
selves ready to save it, but fail to lift the 
ship off the ground. 


Will Private Companies Unite? 

0 APS now is the time, though no one 

can say for sure, that the entire electric 
industry is willing to unite in practical 
public relations effort. Do we really want 
to win our customers? Then how do we 
show it? Good service, low rates? That 
is not enough. American business has en- 
tered a new era. The successful firm, ac- 
cording to several presidents of billion- 
dollar corporations, automatically shoul- 
ders a social responsibility unknown to 
our forebears. Fringe benefits granted our 
employees must now be extended to the 
community. If business does not respond, 
government will. And since business has 
no choice in the matter, why not maneu- 
ver this public-imposed trust for purposes 
of good will? 
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Consumer appreciation for the electric 
industry can be approached through the 
public opinion survey. Most surveys in 
years gone by have told us what people 
think, and perhaps it is now time to dig 
a bit deeper to learn why people think as 
they do, and what it will take to make 
them change their minds. Undoubtedly, 
consumers in various parts of the nation 
will emphasize different intensities of feel- 
ing and will volunteer a variety of an- 
swers to the question: “What do you 
want more than anything else; what does 
your community need more than anything 
else?” It can almost be predicted in ad- 
vance that the public will not emphasize 
the customary public relations viewpoints. 
The fact that we produce electricity will, 
in itself, probably not appear half as im- 
portant as the fact that it is our oppor- 
tunity to render human service. In a 
world of turmoil, the conflict of incom- 
patible views of life, the distress that 
comes by death, divorce, illness, frustra- 
tion, and poverty, the overwhelming con- 
clusion reveals itself that “the people” are 
awfully serious at least part of the time. 


On Wooing the Public 

iy is unthinkable that the electric indus- 

try can win the consumers’ hearts with 
a television show, or with arithmetic. It 
is quite possible that the thousands of past 
public relations gimmicks, TV shows, ad- 
vertisements about the electric industry’s 
production statistics, and printed pieces 
about the corporation—billions of tries 
and millions of blunders—make little im- 
pression upon the masses, because the pub- 
lic did not want or need them in the first 
place. Entertainment features are a dime 
a dozen, and statistical data about Amer- 
ican business come two dozen for the 
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same price. Human responsibility goes 
deeper than that. 


|. \orneqgenes opinion survey revealed 

that, across the nation, “the people” 
felt apprehension and concern, not for 
endless TV and radio programs recom- 
mended by biased public relations prac- 
titioners, but for national security, crime 
prevention, education, health, juvenile de- 
linquency, recreation, safety, and steady 
employment. A survey of 2,500 college 
students, asked what was their most ab- 
sorbing problem, volunteered (1) better 
grades; (2) choosing a vocation; (3) be- 
ing somebody important; (4) making de- 
pendable friends; (5) doing something 
important; (6) personal health; with “a 
love affair” of least importance. A survey 
of large and small cities followed much 
the same pattern, with traffic the number 
one problem, followed by poor housing, 
dirt and unsightliness, taxes, corrupt poli- 
tics, crime control, youth delinquency, lack 
of playgrounds, and the like. Another sur- 
vey asked what important thing a former 
President of the United States stood for. 
None of the answers referred to radio 
and TV entertainment, but rather to in- 
terest in the common man, equal rights, 
humanitarianism, fair play, human dig- 
nity, and free enterprise. Another nation- 
al survey asked what a recent federal ad- 
ministration had done for them. One in 
three mentioned health, followed by pen- 
sions, keeping prices down, wage in- 
creases, holidays with pay, improved 
housing, unemployment, etc: 

Out of the recent Buffalo Conference 
on the “Christian and His Work,” refer- 
ence was made to an inconsistency which 
is probably at the bottom of most of our 
trouble. The conference referred to what 


is called the most accurate description 
of the purpose of business—to make 
money—where actually, the conference 
observes, this thought distorts a true 
process by which business produces goods 
and services to satisfy human wants. 


Way to Consumer Favor? 


[’ seems, therefore, that the most direct 

way to consumer appreciation for the 
electric and other industries is to look 
twice at the practitioners who advocate 
the expenditure of large sums for gim- 
micks and trivials advertising. It would be 
to learn what the consumers want and 
then make a serious effort to do some- 
thing about it. If public health is major 
concern, why not use this golden oppor- 
tunity to set up committees locally and 
nationally to study the relationship of 
health to electricity, and then tell the pub- 
lic what is in the mill. Oddly enough, 
almost anything the electric industry does 
in this field, as well as other serious topics, 
will contribute to the increased sale of 
electric service, for sanitation, eyesight 
conservation, food preservation, the use 
of isotopes and sun lamps are bread-and- 
butter activities of electric service. If the 
public is concerned about national secu- 
rity, shall we sit by, sponsoring glamour 
shows, while politicians take credit for the 
nation’s 600 billion kilowatts generated, 
new power from the atom, achievement 
in industrial production, electrification of 
mines, snills, hospitals, farms, and the en- 
richment of daily life? 

A capable public relations counselor 
should quickly recognize that industry al- 
ready has played an important part in 
almost everything that contributes to 
America’s greatness. Only somehow, we 
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forgot to tell the customer about serious 
intentions of business to give needed serv- 
ice. We have talked of electrical output 
rather than about the wants of people. We 
have muffed the ball that would have 
made heroes of all of us by letting the 
inestimable contribution of the electric 
industry to everyday life rot on the vine. 
People have taken industry’s contribution 
for granted, entirely unaware that in the 
production and distribution of kilowatts, 
management has been deeply concerned 
with customers and their desires. 


What Should Be Done? 

) ew first requisite to a successful in- 

dustry-wide public relations program 
goes without saying. It is the positive, co- 
operative attitude of management regard- 
ing this shift of emphasis. The chief ex- 
ecutive, personally, has over the years 
envisioned a praiseworthy corporate im- 
age he would have his employees create. 
Despite personal achievement and con- 
cern, however, the public still does not ap- 
preciate and know. 

Now, because the chief executive is far 
too busy to distribute details of the sur- 
vey, call in department heads month after 
month to eliminate causes of criticism, 
train and interest employees, contact spe- 
cial groups, write publicity, select media 
for advertising, organize speakers, create 
the film library, and start action in com- 
munity projects—all the items a well- 
rounded public relations program must 
include—we repeat, now the chief execu- 
tive can make lasting contribution to a 
successful public relations program by ap- 
pointing a top officer of the company to 
assist him. A high percentage of utilities 
do not have a needed public relations offi- 


cer to oversee details, and it seems to be 
the number one need of the industry. 


mene it seems highly desirable for 
responsible industry public relations 
leaders to sit down with professional 
counselors—the very best—to review and 
analyze steps toward practical public re- 
lations effort. Incidental political and con- 
troversial problems can perhaps be dele- 
gated to others in the firm at the start. 
Let the renewed approach to customers be 
based upon the unchallenged precept that 
we make friends by doing friendly things. 
If we proceed aggressively, orderly, and 
unitedly, even the worst critics of private 
industry can hardly find reason to com- 
plain, for the industry’s growth has for 
its announced purpose basic human needs. 
Most customers are fair and reasonable. 
Many have not been influenced by the 
whisperings of evil tongues bent upon 
control of the electric industry. A high 
percentage have not made up their minds. 
If they appear disinterested, it is only 
because industry failed to include them 
in understandable terms when industry 
planned its public relations programs. 
Millions of ears will listen, and opinions 
once formed will not be easily changed, 
if through published plans for the con- 
sumer’s well-being, we move ahead. 
Opinion is determined more by events 
than by words. When the customer sees 
with his own eyes the purpose and intent 
of industry, he has evidence of a friendly 
utility the critic can hardly refute. It is 
seriously believed that the customer’s 
good will can be ours if we are willing 
to pay the price. That price is understand- 
ing, published intent, and a little more 
purposeful effort on the part of all of us. 
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And the St. Lawrence Seaway 


A study of the cost of navigation projects, including that of the 

St. Lawrence seaway, in relation to the benefits obtained, reveals 

that often the favorable margin is quite small. More realism seems 

indicated in valuing such undertakings and better methods of justify- 

ing expenditures for them should be devised. Perhaps the government 

should search for similar projects which would yield far better returns 
for investment of public funds. 


UBLIC aid to transportation by water 
began before the federal government 
was formed. Boston erected its first 
town wharf in the 1630's. The United 
States was only one month old when Con- 
gress authorized the federal Treasury to 
assume the costs of the lighthouses, bea- 
cons, buoys, and public piers that had 
been erected by the colonial government.? 
Surveys for systematic channel improve- 
ments, as distinguished from channel 
markings, were first ordered in 1819. The 
*Assistant professor of economics, Michigan 
State University. For additional personal note, see 
“Pages with the Editors.” 


1Writers’ Program, “Massachusetts, Boston 
Looks Seaward” (Boston: B. Humphries, 1941), 


Die. 
21 Stat 53 (1789). There is no record of federal 
expenditures for piers until 1802. 


earliest federal construction of a harbor 
for commercial use was at Cosport, in 
the Isles of Shoals off Maine and New 
Hampshire, authorized in 1822. Dredg- 
ing on the Ohio and Mississippi rivers be- 
gan in 1824. The first subscription by the 
United States government to stock in a 
toll canal company, the Chesapeake and 
Delaware, was made in 1825.* 

Influence in port affairs by the federal 
government through funds extended upon 
harbor and river improvement has been 
extensive. In its major aspect, however, 
the water problem is not over fifty years 
old. More than 90 per cent of the cumula- 


8U. S. War Department, “Improvement of Riv- 


ers and Harbors,” House Document 106, 76th Con- 
gress, Ist session (1939), pp. 556, 678, 868, 928. 
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tive federal appropriations for river and 
harbor work has been made in that time. 
This public investment has been based on 
the premise that expected benefits will ex- 
ceed costs. In recent years increasing con- 
cern has been expressed by transportation 
experts regarding the methods and pro- 
cedures by which federal navigation proj- 
ects are evaluated and recommended for 
development by the Corps of Engineers, 
the federal agency responsible for the im- 
provement of rivers and harbors for navi- 
gation. 

Many factors enter into the deter- 
mination of the relative benefits and 
costs of navigation projects, hence, no 
sweeping conclusion of general validity 
will be drawn as to whether public invest- 
ment in navigation projects is economical 
as compared with other types. The specific 
question for consideration in this brief 
analysis is the estimation of the cost to 
the federal government of building the 
St. Lawrence seaway. 


The St. Lawrence Seaway 

HE St. Lawrence seaway project, 

now under construction and sched- 
uled to be completed in 1959, will provide 
a navigable channel with 27-foot depth 
from the Atlantic into the Great Lakes. 
Congress has authorized the expenditure 
of $140 million on the seaway and has 
stipulated that its capital cost must be 
refunded, through the leveling of toll 
charges over a 50-year period. The St. 
Lawrence Seaway Development Corpora- 
tion has been created by Congress for the 
purpose of constructing, operating, and 
maintaining those features of the project 
within the limits of the United States 
which are for navigation and is author- 
ized to incur a maximum bond indebted- 
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ness of $140 million.* The Corps of En- 
gineers was selected by the corporation 
as its agent, to act in matters pertaining 
to actual design and construction of the 
various project features. 


|. meres above, Congress has author- 

ized the expenditure of $140 million 
on the seaway and has stipulated that its 
capital cost must be refunded, through the 
leveling of toll charges over a period of 
fifty years. The question of tolls has be- 
come one of the most discussed subjects. 
Some groups in interest have expressed 
doubt that, with the increased cost of the 
seaway, the toll rates can be made low 
enough to attract the necessary traffic to 
produce revenue sufficient to pay the cost 
of the seaway in fifty years, as required 
by law authorizing the project. Any es- 
timate of the time in which the cost of 
the St. Lawrence seaway to the govern- 
ment of the United States, including the 
construction costs, interest charges, and 
annual operating and maintenance ex- 
penses, may be paid from tolls must be 
based on assumptions. Assuming that the 
estimates of the level of the tolls and of 
traffic and operating costs compiled by 
Professor J. L. Hazard, a consultant for 
the St. Lawrence Seaway Development 
Corporation, are correct, it will take fifty- 
two years for the United States to pay 
off its portion of the cost of constructing 
the St. Lawrence seaway.® The writer 
wants to emphasize that the above figures 
include only the cost of providing a ship 
channel of at least 27-foot depth from 
Montreal to Lake Ontario. Additional 
costs to the United States are indicated 
in the following sections of the article. 


“ _ Law 358, 83rd Congress, Chapter 201 
5 Traffic World, July 27, 1957, pp. 89-94. 
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The Great Lakes Connecting Channels 
A’ indicated before, the St. Lawrence 
seaway, recently opened for deep- 
draft traffic, will provide a 27-foot chan- 
nel, from the Atlantic ocean, through 
the St. Lawrence river, Lake Ontario, 
and the Welland Canal into Lake Erie. 
From Lake Erie to the upper three lakes, 
the controlling depths now are 21 feet in 
up-bound and 25 feet in down-bound chan- 
nels. In other words, the Great Lakes con- 
necting channels,® hereafter referred to as 
the connecting channels, are not deep 
enough to accommodate the deep-draft 
6 The Great Lakes connecting channels, referred 
to above as the connecting channels, consist of the 
St. Marys river, including the Soo Locks at Sault 
Ste. Marie, between Lake Superior and Huron; 
the shoals in the vicinity of the Straits of Macki- 


nac; and the St. Clair river, Lake St. Clair, and the 
Detroit river between Lake Huron and Erie. 


e 


vessels that will be moving through the 
St. Lawrence seaway. 


oo being confronted with this sit- 
uation authorized further improve- 
ment of these connecting channels in 
March, 1956.” These improvements, when 
completed, will provide a minimum depth 
of 27 feet below low water datum with re- 
sulting safe vessel draft of 25.5 feet. 
These channels will be fully comparable 
to those of the St. Lawrence seaway. The 
present total estimated cost of construc- 
tion of the works of deepening and im- 
proving the connecting channels above 
Lake Erie is $136 million. The total es- 
timated cost of all work, including costs 


7 Public Law 434, 84th Congress, March 21, 1956. 


TABLE I 


FEDERALLY IMPROVED COMMERCIAL HARBORS ON GREAT LAKES 
Commercial Harbors Other than for Commercial Fishing Alone 


17 Ft. and Less 

(15) 
Grand Marais, Minn. 
Bayfield, Wis. 
Washington Is., Wis. 
Algoma, Wis. 
Two Rivers, Wis. 
Saugatuck, Mich. 
White Lake, Mich. 
Pentwater, Mich. 
Leland, Mich. 
St. James, Beaver Is., Mich. 
Put-in-Bay, O 
Dunkirk, N. Y. 
Sacketts Hbr., N. Y. 
Mackinac Is. Hbr., Mich. 
Ontonagon, Mich. 

18-19 Ft. 

(10) 
Grand Marais, Mich, 
Manistique, Mich. 
Waukegan, III. 
Michigan City, Ind. 
South Haven, Mich, 
Ludington, Mich. 
Portage Lake, Mich. 
Frankfort, Mich. 
Charlevoix, Mich, ; 
Cheboygan, Mich. (18) 
Source, U. S. Corps of Engineers 
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20-21 Ft. 
(26) 

Menominee, Mich, 
Kewaunee, Wis. 
Manitowoc, Wis. 
Sheboygan, Wis. 
Port Washington, Wis. 
Milwaukee, Wis. 
Racine, Wis. 
Kenosha, Wis. 
Chicago, III. 
St. Joseph, Mich. 
Holland, Mich. 
Grand Haven, Mich. 
Muskegon, Mich. 
Manistee, Mich. 
Alpena, Mich. 
Saginaw River, Mich. 
Harbor Beach, Mich. 


Black River, Port Huron, Mich. 


Detroit-Rouge R., Mich. 
Detroit-Trenton Chl., Mich. 
Monroe, Mich. 

Black Rock Chl., N. Y. 
Rochester, N. Y. 

Great Sodus Bay, N. Y. 
Oswego, N. Y. 

Ogdensburg, N. Y. 


22-24 Ft. 


(5) 
Green Bay, Wis. 
Sturgeon Bay 
Canal, Wis. 
Sandusky, O. 
Lorain, O. 
Fairport, O, 


25-26 Ft. 
(15) 
Duluth-Superior, 
Minn. & Wis. 
Ashland, Wis. 
Marquette, Mich. 
Indiana Harbor, Ind, 
Toledo, O 
Huron, O, 
Cleveland, O. 
Ashtabula, O, 
Conneaut, O, 
Erie, Pa. 
Buffalo, N. Y. 
Keweenaw Wtwy., Mich. 
Two Harbors, Minn. 
Presque Isle, Mich. 
Calumet Hbr., Ill. 
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of surveys, engineering, field supervision, 
and administration is about $141 million. 
The plan of improvement was authorized 
solely on the basis of present and prospec- 
tive commerce on the Great Lakes with- 
out including commerce entering or leav- 
ing the Great Lakes through the St. Law- 
rence seaway. 


heen for approximately $23 mil- 
lion worth of work in the Amherst- 
burg channel of the Detroit river were 
awarded in November and December, 
1956. Work got under way in May, 1957, 
with drill boats and dredges in the 3 mil- 
lion cubic yard rock excavation area. In 
June of 1957 contracts for approximately 
$19 million were awarded for the Middle 
Neebish channel in the St. Mary’s river. 
Work started on this 3 million cubic yard 
excavation area during July and August, 
1957. 

It is hoped that project depths will 
be available from Lake Erie to Lake Su- 
perior by June, 1962, and all features of 
the project completed during the summer 
of 1963.8 


The Great Lakes Harbors 

ere I (page 903) indicates that there 
are 56 federally improved harbors on 

the Great Lakes with project depths of 18 
feet or more. Of these 56 harbors, 3 have 
depths of 26 feet, 12 of 25 feet, 5 of 22 
and 24 feet, 26 of from 20 to 21 feet, 
and 10 of from 18 to 19 feet. The deeper 
harbors are used predominantly for iron 
ore, stone, grain, and coal. In addition to 
the federally improved harbors there are 
9 deep-draft private harbors, used pre- 
dominantly for shipment of iron ore and 
8 Above information was obtained from Major 


General Louis J. Rumaggi, division engineer, Chi- 
cago, Illinois. 
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stone and for receipt of iron ore, stone, 
and coal. 

When one analyzes Table I, it is not 
difficult to deduce that the present depth 
at the Great Lakes harbors is not deep 
enough to accommodate the deep-draft 
vessels that will be moving through the St. 
Lawrence seaway and connecting chan- 
nels when completed. The need for further 
improvements of the harbors on the Great 
Lakes was realized by the Senate and 
House Public Works committees and a 
resolution was adopted in 1956, which re- 
quested the Corps of Engineers to under- 
take a Great Lakes harbors report study. 
In authorizing this report the committees 
directed that due consideration be given 
to the timetable for the completion of the 
St. Lawrence seaway and the Great Lakes 
connecting channels. 


In the fiscal year 1957 there was ap- 
propriated $160,000 for the initiation of 
a comprehensive study of the Great Lakes 
harbors report. The complete comprehen- 
sive study will require an estimated ex- 
penditure of about $800,000.° 


HERE are about 50 harbors on the 

Great Lakes under consideration for 
deepening in the Great Lakes harbor spe- 
cial study. Table IIT (page 905) represents 
a summary of navigation projects in the 
Great Lakes area. Table II shows that 
the cost of navigation improvement to the 
federal government to June 30, 1956, was 
$297,136,678, and the cost of mainte- 
nance to June 30, 1956, of the projects, 
$165,345,824. Total cost $462,482,502. 
Estimated cost of authorized projects in 
the Great Lakes area, which includes the 
St. Lawrence and connecting channel 


projects, is $413,103,077. 


9 Loc. cit. 
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TABLE II 


SUMMARY OF NAVIGATION PROJECTS* 
GREAT LAKES AREA 


Cost of 
Navigation 
Improvements 
To June 30, 1956 


$ 13,241,200 

5,189,130 

Michigan 125,489,207 
Minnesota 12,645,706 
New York 60,333,627 
Ohio 49,337,573 
Pennsylvania 1,505,042 
Wisconsin 29,395,193 


Totals $297,136,678 


To June 30, 1956 


$165,345,824 


Estimated 
Cost of | 
Authorized Projects 


$ 6,762,200 
3,688,558 


66,097,155 203,880,821 
4,629,795 1,513,000 
21,527,220 188,565,340 
28,188,514 5,187,191 
3,837,670 1,809,925 
28,117,312 5,384,600 


$413,103,077 


Cost of 
Maintenance 


$ 9,259,600 


* Cost figures for various navigation projects of individual states are available and can be 


obtained by writing to the author. 
Source, U. S. Corps of Engineers 
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s indicated above, there are about 50 
harbors on the Great Lakes under 
consideration for deepening by the Corps 
of Engineers. The actual increase in har- 
bor depth for each harbor requires detailed 
study. It is not expected that all commer- 
cial harbors will require deeper channels. 
Where deepening is required, and justi- 
fied, the increase in depth may be as much 
as six or seven feet, although in some 
cases it will be only of the magnitude of 
one or two feet.” 
Reports for the various ports are being 


10 Great Lakes Harbors, Edwin W. Nelson, 
Chief, Engineering Division, North Central Divi- 
sion, Corps of Engineers, U. S. Army. 


worked on simultaneously in all Corps of 
Engineer districts on the Great Lakes, 
with due regard to the schedule time of 
completion of the St. Lawrence seaway 
and the connecting channels. All reports 
have not progressed to a point where the 
ports that are to be improved and the cost 
of improvements can be determined. In 
interviews with various Corps of En- 
gineer representatives, including Major 
General L. A. Rumaggi, the writer esti- 
mates that it will cost the federal govern- 
ment at least $250 million for deepening 
the Great Lakes harbors. The following 
interim report cost figures have been made 
available by the Corps of Engineers: 


JUNE 18, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


Additional 
Estimated Cost of 
Port Cost Maintenance 


Ashtabula Harbor, Ohio ...$ 4,077,000 $ 13,000 
Sandusky Harbor, Ohio... 5; 800,000 30,000 
Buffalo Harbor, New York 2,352,000 14,000 
Cleveland Harbor, Ohio .. 2,437,000 40,000 
Duluth-Superior, Minn, ... 304,000 

Presque Isle Harbor, Mich. 215,300 
Marquette Harbor, Mich. . 36,000 
Lorain Harbor, Ohio 

Toledo, Ohio 

Ashland Harbor, Wis. 

Two Harbors, Minn. 


2,000 





$53,015,800 $141,400 


Trade Route 32 


i: nay declaration by the U. S. Maritime 
Board of the essentiality of Trade 


€ 


Route 32, which extends subsidies to U. S. 
flagships operating from the Great Lakes 
to northern European and Baltic ports, 
and United Kingdom ports, was an- 
nounced in February, 1956." The Mari- 
time Administration’s review of the route 
pointed out that current increased ship- 
ping operations made it necessary to con- 
sider and determine its essentiality under 
the law well in advance of the 1959 sched- 
uled opening of the deep-draft St. Law- 
rence seaway. The Maritime Administra- 


11 Federal Register, Vol. 21, No. 31, February 15, 
1956, p. 1050. 


TABLE III 
ESTIMATED ANNUAL COSTS—ONE SHIP 440 FEET—18 KNOTS 


No Subsidies 
Antwerp- 
Detroit 


$ 252,144 


36,000 
30,222 


Crew wages 
Depreciation 
Maintenance and repairs 
Stores and supplies 
Subsistence 

Insurance 

Canal fees 

Port charges 


Subtotal 


$ 715,538 


Total 
Subsidy 
Antwerp- 


Subsidized 
Antwerp- 
Detroit Detroit 


$ 63,036 $189,108 
102,705 70,470 
18,000 18,000 
29,315 907 
17,520 4,380 
14,798 9,866 
26,100 
6,786 
144,547 


$422,807 $292,731 


100 Per Cent Cargo Dead Weight 


Subtotal above 
Cargo handling 


Subtotal 
Overhead 


Total operational cost 
Long tons cargo transported 
Dollars per long ton 


$1,077,969 
61,695 


$1,239,664 
62,922 
19.70 


$422,807 
362.431 
$785,238 
161.695 
$946,933 
62,922 
15.05 


$292,731 
$292,731 


$292,731 
4.65 


60 Per Cent Cargo Dead Weight 


Pest SAIN DUE: 23 sckess0e0os os os00% 
Cargo handling 
Overhead (same as above) 


Total operational cost 
Long tons cargo transported 
Dollars per long ton 
Passages per season (avg?) 


$ 715,538 
217,459 
161,695 


$1,094,092 
37,75 


$422,807 $292,731 
217,459 


161,695 


$801,961 
37,751 
21.24 
10.44 


$292,731 
7.76 


a The same number of passages is assumed for 100 and for 60 per cent cargo dead weight 


as this is a scheduled operation. 


Source, “The Economics of Future European-Great Lakes Freighter Service,” by Sydney A. 
Vincent, The S octety of Naval Architects and Marine Engineers, May 4, 1956. 
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tion estimates that during the period of 
shallow draft, approximately eight or nine 
small, shallow drafts, or similar type 
freighters, would provide the minimum 
sailing requirements of the newly desig- 
nated trade route, and that in 1959, and 
in subsequent years after the deep-draft 
passage is provided, approximately 18 to 
26 fast, “at least 18 knots or equivalent,” 
freighters would be required to provide 
11 to 16 sailings per month on the route. 

Table III (page 906) shows estimated 
annual cost for one ship, 440 feet 18 
knots, between Antwerp and Detroit.” 
Assuming that approximately 20 freight- 
ers would be required to provide the serv- 
ice required, Trade Route 32 would cost 
the federal government approximately 
$5,854,620 per year in operating subsidies. 
As American subsidies vary from year to 
year, this is an approximation and sub- 
ject to change. 


Conclusions 

HE most extensive navigation im- 

provements ever undertaken at one 

time in the Great Lakes region are now 
under way. 

Since the taxpayer pays for most of 
the navigation improvements under con- 
sideration, he should be made aware that 
from July 1, 1956, to June 30, 1966, the 
federal government will spend approxi- 
mately $663,103,077 for navigation im- 
provements and $40 million for operating 
subsidies in the Great Lakes area. A per- 
centage of this figure would have been 
appropriated with or without the St. Law- 
rence project, but the writer is certain that 

12 This table represents the estimations of Sydney 
A. Vincent, consulting naval architect, Newport 


News Shipbuilding & Dry Dock Company, Newport 
News, Virginia. 


many of the projects would not have been 
approved or received funds if the St. Law- 
rence had not been authorized. 

Just what effects the above expendi- 
tures will have on the economy of the 
area, nobody is yet at all sure, since very 
little of the forecasting has been complete- 
ly factual and unbiased. Nevertheless, 
port cities from upper New York state 
to Minnesota and Illinois are planning 
new piers and warehouse facilities and 
hope to attract new industry. One thing 
is certain, that federal expenditures in the 
area are having a chain reaction effect on 
local, state, and private expenditures. 
Some of these expenditures are based on 
sound potential, since the hinterland of 
the area produces about 31 per cent of 
all the. manufactured products made in 
the United States, and 35 per cent of all 
the agricultural products. This does not 
include Canada’s productive capacity. 


| ig, ermeron an examination of 

navigation literature makes it quite 
clear that many transportation economists 
are not satisfied with the method and pro- 
cedure by which contemporary public in- 
vestment in navigation projects is justi- 
fied. According to a House committee re- 
port, all too frequently navigation proj- 
ects have been approved on a slim margin 
of tangible benefits over estimated costs. 
Assuming this report is correct and con- 
sidering the high cost of navigation proj- 
ects, as shown by this article, it would seem 
that more realism is needed in the evalua- 
tion of proposed navigation projects. In 
this connection, it would seem desirable 
for Congress to look for relevant alterna- 
tives to public investment in navigation 
projects. 
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Can a Water Company 


Export across State Lines? 





T about 1 a.m. on August 18, 1955, 
rain began to fall in Connecticut. 
It increased until dawn, then came 

down in torrents. 

In the next thirty-six hours, some areas 
of the state saw as much as 16 inches of 
rainfall. The ferocity of the streams, the 
damage wrought in such towns as Winsted 
and Putnam brought the President of the 
United States hurrying from Denver to 
confer with the governors of northeastern 
states on how to cope with this disaster. 

His visit canceled another conference 
already scheduled for that day. It was the 
conference that the governors of New 
York and Connecticut planned, to work out 
a dispute over a continuing disaster. It 
was the disaster of a shortage of water— 
the same lack of an adequate supply that 
faces many growing American cities. 

*Congressional aide. For additional personal 
note, see “Pages with the Editors.” 
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As our population continues to grow in ex- 
plosive fashion, the problem of eJequate 
water for many cities and smaller communities 
looms large in importance. The question of 
whether a state or town has pre-emptive rights 
to water that originates in its area is one 
loaded with litigious angles. Some develop- 
ments up in Connecticut underscore the fact 
that political boundaries and water do not mix. 


This particular shortage of water was 
in the southwestern corner of Connecticut 
and its adjoining New York area. A rising 
population and increasing consumption 
had forced one town to ask whether it 
could afford to go on sharing reservoir 
supplies with its New York neighbor. 

On the practical, economic level, the dis- 
pute was touched off by the company that 
provided water to both towns. It had con- 
tracted to share new supplies for seventy- 
five years between Port Chester, New 
York, and Greenwich, Connecticut—a 
cross-boundary arrangement that had ex- 
isted since 1883. 


© pecnineen however, had some irritat- 

ing memories of the hot dry summer 
of 1954. The reservoirs had been low. 
Sprinklers had to be restricted in caring 
for broad, sweeping, suburban lawns. Ra- 
tioning was enforced. Air conditioners 
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were limited, despite the intense heat. 

It was in 1955 that the Greenwich Wa- 
ter Company proposed to share future wa- 
ter supplies with its Port Chester neigh- 
bors. The townspeople wondered: Did 
not Greenwich have a prior claim to all the 
water it wanted ? 

They tended to downgrade the fact that 
the water in the new reservoir came from 
a watershed extending north across the 
New York border. The Greenwich Com- 
pany used the condemnation powers of 
the Port Chester Company to secure land 
needed, once two New York agencies had 
approved the contract. 

The townspeople’s chance to protest the 
arrangement came when the Connecticut 
Public Utilities Commission opened hear- 
ings on the contract. They went to the 
Connecticut general assembly as well, to 
change the water company’s charter so it 
had to provide an abundant supply of wa- 
ter in Connecticut before any could be 
piped across the state line. And, through 
various lawsuits, the matter went to the 
Connecticut supreme court. 

Politically, they were successful in 
changing the charter by law. In all the 
other contests, the exchange across state 
boundaries was ruled in the public interest. 


States Often Share Water 


| igaceangeoge among water com- 
panies in different states to share 
supplies are not unusual. Witnesses for 
the American Water Works System, par- 
ent company to both Greenwich and Port 
Chester, as well as approximately 130 
separate operating entities, testified that 
there are a number of its companies buy- 
ing water from other systems. 

Ellwood H. Aldrich, vice president of 
the American Water Works Service Com- 


pany, cited an example of a two-state sit- 
uation in the Huntington Water Company 
of Huntington, West Virginia, and the 
Lawrence County Water Company in 
Ohio. 

In Connecticut, the mighty Metropoli- 
tan District Commission that serves the 
capital city of Hartford uses reservoirs 
far outside the city. The watershed of the 
newest reservoir, Hogback, reaches north 
across the Massachusetts line. 

For a long time, it has been realized in 
the rapidly growing Northeast that city 
lines cannot be used to mark off water 
holes. Indeed, city lines are being obliter- 
ated in a metropolitan area sprawling from 
Maine to Virginia. As an American As- 
sembly report noted, a city problem like 
water or access highways cannot be solved 
within its own borders. 


| > emer was fortunate to have looked 

into the future on its water problem 
in 1929. That was when the state char- 
tered the Metropolitan District to cover 
six suburban towns. The district was em- 
powered to search out water supplies ade- 
quate to serve its community. 

Fairfield county, where Greenwich lies, 
has been under growing pressure for some 
time. It had 386,000 inhabitants in 1930 
and an estimated 564,000 in 1954. By 
1985, the Connecticut Development Com- 
mission estimates, it may have as many as 
808,000. 

If it were surrounded by rural areas, it 
might reach out as tradition would have 
it and find new sources. But Fairfield 
county lies to the northeast of Metropoli- 
tan New York and is hemmed in by its 
Westchester county neighbors and Long 
Island Sound. 
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Story of Greenwich 


 eccamaaet the first town you reach 
on crossing the Connecticut border 
from New York, is one of the wealthier 
suburban towns. It has a high proportion 
of families whose earnings are greater 
than $10,000 a year. The town itself is 
debt-free, something that makes it more 
than relatively exclusive among American 
cities. It has resisted industrialization and 
held onto severe zoning laws. 

But Greenwich is human and it con- 
sumes water. As the average consumption 
of water in the nation increased, Green- 
wich was in the forefront. Air condition- 
ing, home laundries, dishwashers, and the 
so-called luxury uses increased. By virtue 
of the zoning laws, most homes have large 
lawns and require close care, including 
extensive watering. 

The Connecticut Public Utilities Com- 
mission had noted these trends in the late 
forties and had suggested that the town 
increase its sources of supply. But available 
sources were limited. 

The last remaining good source, most 
agreed, was the Mianus river. This is a 
small interstate stream that originates in 
Westchester county, crosses the state line 
into Stamford, and empties into Long Is- 
land Sound. 

Engineers studied the land and came up 


q 


e 


with a plan to build a dam up to an eleva- 
tion of 262 feet above mean sea level at a 
point south of Farms road in Stamford. 
Water would be backed up into Mianus 
gorge, 40 miles northeast of New York 
city. As much as 2.2 billion gallons of 
storage would result. On the other hand, 
if a smaller dam were built that would 
flood only land in Connecticut, the max- 
imum storage capacity would be only 
250 million gallons. 


bes Greenwich Water Company, if it 

were going to get land to build the 
reservoir, needed powers of eminent do- 
main in New York state. It sought these 
powers through its sister company, the 
Port Chester Water Company. 

To satisfy the New York authorities, 
Greenwich later contended, the 75-year 
duration of the contract was negotiated. 
Additionally, it had to prove that a pub- 
lic benefit was conferred on residents of 
New York state by the construction pro- 
gram. 

The New York Water Power and Con- 
trol Commission heard the petition and 
granted the right to flood the land. The 
New York Public Service Commission ap- 
proved the project. Both of them based 
their actions on the 75-year contract 
guaranteeing Port Chester up to half the 


"ARRANGEMENTS among water companies in different states to 
share supplies are not unusual. Witnesses for the American Water 
Works System, parent company to both Greenwich and Port Chester, 


as well as approximately 130 separate operating entities, testified 
that there are a number of its companies buying water from other 
systems. .. . In Connecticut, the mighty Metropolitan District Com- 
mission that serves the capital city of Hartford uses reservoirs far 
outside the city. The watershed of the newest reservoir, Hogback, 
reaches north across the Massachusetts line." 
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average daily yield estimated for all 
sources of supply available to Greenwich. 

The contract was filed for approval with 
the Connecticut Public Utilities Commis- 
sion on July 26, 1954. That was the dry 
summer and opposition was stirring. 
Greenwich wanted to safeguard “its” wa- 
ter. 

Nature lovers were aroused by a 
threat to the scenic beauty of Mianus 
gorge. Landowners along the banks of the 
Mianus objected. 

Greenwich, protesting the transfer of 
water to New York communities, took di- 
rect action by going to the general assem- 
bly. Change the company’s charter, advo- 
cates urged, to say that no water could be 
sent out of state unless there was an 
“abundant” supply for Greenwich. 


Water Bill Introduced 


M*: FLORENCE FINNEY, state senator 
from Greenwich, put it this way 
when she introduced the bill: 


Last year they wouldn’t let us water 
our lawns or wash our automobiles. Yet 
now the Greenwich Water Company is 
negotiating a 75-year agreement for wa- 
ter with Port Chester and Rye in New 
York. I’m for Connecticut first. 


The state commission opened its hear- 
ings on the contract while the assembly 
was still getting around to the charter bill. 
Normally, hearings would be held in Hart- 
ford. For convenience, the commission 
went down to Greenwich to listen to the 
witnesses. 

Between April 11, 1955, and Novem- 
ber, when the commission handed down 
its finding, eleven sessions were held, di- 
vided between Greenwich and Hartford, 
briefs were filed, and the PUC contem- 


plated more than 1,600 pages of testimony, 
plus plenty of documents and maps. 
The commission faced these facts: 


_ New York communities got al- 
most all their water from the Green- 
wich Water Company. Although one wit- 
ness suggested they might tap lines pass- 
ing through their cities carrying water to 
New York city, it was never seriously 
considered. 


The Greenwich Water Company had 
three impounding reservoirs with an esti- 
mated storage of more than a billion gal- 
lons, of which one billion was usable. One 
of these reservoirs was in Stamford. The 
drainage area for all existing supplies was 
about 8.7 square miles, of which 1.8 square 
miles were in New York. 

The proposed contract said that the 
Greenwich Water Company could sell to 
Port Chester up to 50 per cent of the safe 
yield from the total Greenwich supply. In 
no event would that exceed 8 million gal- 
lons a day, since that safe yield was esti- 
mated at 16 million gallons. 

The requirements of Greenwich and 
Port Chester had been increasing. The two 
needed 6.10 million gallons a day together 
in 1940 and were consuming 9.39 million 
gallons a day by 1954. The estimate of 
daily needs for 1970 was 13.1 million 
gallons. 


Contract Trouble 
oa had a contract until 1956 
to buy from Stamford Water Com- 
pany up to 6 million gallons a day to meet 
its own needs and keep up the supply to 
Port Chester. 
When planning was done, the two com- 
panies executed their contract in 1954 and 
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Water Hoarding Bills 


Promptly Vetoed 


i i HE 1958 special session of the general assembly saw two bills introduced 
and passed to reserve all rights to ground water within its community 
borders to Wilton—another Fairfield county town. This measure was aimed 
at Bridgeport Hydraulic Company, supplying the largest city in the county. 
Bridgeport's 169,000 people make up a population much larger than Wilton's 
7,200. The governor said in vetoing the two bills: ‘These bills would set up 
as a public policy a practice that would do violence to our whole concept of 
water use and conservation.’ ... He went on to charge: ‘In its simplest terms, 
the proposal that Wilton be allowed to hoard millions of gallons of water 
for which it can have no foreseeable use represents a strange and disturbing 


concept of human relations in a democracy. 


started financing the new dam on the 
Mianus. Besides the dam and reservoir, 
which would drain 18.1 square miles of 
watershed in New York and 1.9 square 
miles in Connecticut, a filter plant was 
started. Intended to handle up to 4 mil- 
lion gallons, it had a drainage area exclu- 
sive of the dam amounting to 11 square 
miles, practically all of them in Connect- 
icut. 

With these facts in the background, the 
75-year aspect of the contract was under 
fire from the moment the hearings opened 
before Chairman Eugene S. Loughlin. 
Why pledge so much for so long to New 
York, asked the Connecticut witnesses ? 

New York officials. however, made it 
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plain they did not intend to be the victims 
of pressure groups. 

“We are wholeheartedly in favor of the 
contract only in the sense of there being 
fair play and justice,” said Mayor Anthony 
B. Gioffre of Port Chester. “We feel the 
people of Connecticut ought to be as fair 
with us as we are with them.” 


om from the start, however, the en- 

gineering and technical planning for 
the project, based on the watershed as a 
fact of life, took a back seat. 

Instead, the fact of water, how much 
there was, and who owned it, occupied 
people’s minds. Like the old wars of the 
cattlemen and sheepmen, the issue aroused 
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emotions and arguments based on political 
loyalties and boundaries. 


Constitutional Aspects Probed 
Pye for Greenwich said the con- 

tract was against the public interest. 
A constitutional issue was raised, based on 
whether the commission had the right to 
discuss a question that seemed to concern 
regulating the waters of an interstate 
stream. Only Washington or the attorneys 
general of states can do that, the town 
maintained. David S. Day, speaking for 
the town, argued: 


The law has been established as far 
as the waters of an interstate stream 
that the public has a prior right to those 
waters for the use of drinking and other 
necessary uses for which water goes. 
The companies which gather that water 
and dispense it to the users are only 
agents that represent the public right. 


This argument over interstate streams 
drew the particular attention of William 
R. Connole, then counsel for the state 
commission and now vice chairman of the 
Federal Power Commission. He probed 
the question fully as testimony unwound. 

“Can’t the PUC proceed to hear the 
testimony over which it has exclusive ju- 
risdiction ?” he asked. “Then the question 
of the attorney general’s jurisdiction on 
this would be another matter.” 

The town insisted that both its ap- 
proaches be considered. The commis- 
sion had, however, secured an opinion 
from the attorney general earlier that the 
contract was not a dispute between two 
sovereign states. The two privately owned 
corporations that had negotiated the con- 
tract were in agreement. 

Hence the commission had full right 


to investigate, it felt. The supreme court 
of errors, when it acted later, observed 
there was nothing to show the attorney 
general should become involved. Only if 
the present flow of the Mianus were im- 
peded or diverted might there be cause. the 
court said. 

The hearings wore on, spelling out the 
details of the water dispute. The battle 
had really shifted, however, to the legis- 
lative halls at Hartford. There the fight 
was on to pass the bill insisting that sup- 
ply to Port Chester “shall not curtail the 
abundant supply of water to the inhab- 
itants of this state.” 


Legislative Debacle 
HE bill became involved in one of 
the most intricate and disgraceful 
scrambles of recent Connecticut legisla- 
tive history. The state senate was Demo- 
cratic; the House Republican. Governor 
Abraham A. Ribicoff is a Democrat. 

Under the circumstances, there had to 
be bargaining for effective legislation. 
Since Greenwich is a confirmed Republi- 
can town, the water charter bill became a 
lever to use against the Republicans who 
had introduced it. 

But Greenwich has its Democrats, too, 
and so the Democratic town chairman, 
Raymond L. Dunn, made a pilgrimage to 
Hartford in the wanning moments of the 
1955 general assembly to argue for its pas- 
sage. On the closing day of the session, he 
predicted confidently that it would pass. 

He was wrong, but no one could have 
foreseen the frightful spectacle that the 
general assembly would present that night. 
Bargaining passed a useful stage; a log 
jam of legislation grew; individuals fili- 
bustered for pet projects and blocked ef- 
fective action; legislative and _ political 
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leaders bickered over everything while 
time ran out under the constitutional dead- 
line. 

Even the state budget did not pass. 
Greenwich later accused the water com- 
pany of having employed a powerful 
Stamford politician as a lobbyist to block 
the passage. But the list of neglected legis- 
lation grew too long as a painful recheck 
took place. Governor Ribicoff summoned 
a chastened assembly back into special 
session. 


HE Greenwich bill was promptly re- 

introduced and this time passed. In- 
stantly New York appealed. Governor 
Ribicoff was placed in a quandary as his 
fellow Democrat, Governor Averell Har- 
riman, urged him to veto the bill. New 
York’s attorney general, Jacob Javits, had 
asked Governor Harriman’s intervention : 


The states are neighbors and things 
could be different indeed if they failed 
in comity and amity. 


Governor Ribicoff agreed to talk it over 
with Governor Harriman. A New York 
Times reporter journeyed up to cover the 
discussions. Instead, he and all the others 
in Connecticut were obliged to cope with 
the problem of too much water—the flood. 

Without benefit of any conference, 


7 


Governor Ribicoff decided to sign the bill. 
He apologized for the lack of consulta- 
tion: “I have been having other water 
problems on my mind.” Governor Harri- 
man said he thought the bill had dubious 
constitutional authority. 

The water company went ahead with 
its plans, determined to live within the 
new language of its charter. Robert A. 
Kaufman, manager, said he was certain 
the new dam and reservoir would guaran- 
tee an abundant supply of water. 

The legal arguments continued. Not un- 
til the June, 1958, term would the Con- 
necticut supreme court of errors hand 
down its decision. The contract was ap- 
proved subject to the three conditions im- 
posed by the commission in its 1955 rul- 
ing: The PUC had statutory authority 
over rates, and the contract is not to be 
interpreted as giving Port Chester priority 
over Greenwich if the safe yield does not 
measure up to estimates. The PUC insists 
on the Greenwich obligation to serve its 
consumers. 


Some Similar Situations 
. ~~ a companion case in which 
landowners had protested condemna- 
tion activities, the court asserted that New 
York had an “equitable” right to the wa- 
ters of the Mianus. “Neither state can 


interest. A constitutional issue was raised, based on whether the 


q “COUNSEL for Greenwich said the contract was against the public 


commission had the right to discuss a question that seemed to con- 
cern regulating the waters of an interstate stream. ... David S. Day, 
speaking for the town, argued: ‘The law has been established as far 
as the waters of an interstate stream that the public has a prior right 
to those waters for the use of drinking and other necessary uses for 
which water goes. The companies which gather that water and dis- 


pense it to the users are only agents that represent the public right. 
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utilize the waters of the river to the ex- 
clusion of the other.” So far as the term 
of the contract was concerned, Greenwich 
has met its obligation to provide an “amply 
sufficient” quantity of water for the rea- 
sonably foreseeable future. 


ee Governor Ribicoff had 
run into a similar case. The 1958 
special session of the general assembly saw 
two bills introduced and passed to reserve 
all rights to ground water within its com- 
munity borders to Wilton—another Fair- 
field county town. This measure was aimed 
at Bridgeport Hydraulic Company, sup- 
plying the largest city in the county. 
Bridgeport’s 169,000 people make up a 
population much larger than Wilton’s 7,- 
200. The governor said in vetoing the two 
bills : 

These bills would set up as a public 
policy a practice that would do violence 
to our whole concept of water use and 
conservation. 

They embody a destructive seed that 
would stunt the growth of our economy, 
particularly in Fairfield county. They 
would provide doubtful benefits to a few 
at the expense of many. They would 
menace the future well-being of thou- 
sands upon thousands of our Connect- 
icut citizens who must look beyond the 
borders of their own communities for 
one of life’s greatest necessities. 


He went on to charge: 


In its simplest terms, the proposal 
that Wilton be allowed to hoard mil- 
lions of gallons of water for which it 
can have no foreseeable use represents 
a strange and disturbing concept of 
human relations in a democracy. 


Governor Ribicoff further asserted: 


One has only to consider the past to 
gain a full appreciation of the irrepa- 
rable damage that would result in the fu- 
ture should communities blessed with 
an abundant water supply be allowed 
exclusive rights to this natural resource. 


He cited the growth of Connecticut’s 
industrial urban centers and said: 


The need of keeping all sources of 
water free of arbitrary and artificial 
legislative barriers will be more com- 
pelling in the future if Connecticut is 
to grow and prosper. No single com- 
munity has the moral right to stand in 
the way of that growth. 


HE Wilton bills died. There the issue 

was Clear cut. The Greenwich charter 
change that insisted on an abundant sup- 
ply of water for one community against 
claims from another state remained, al- 
though its force and effect were clouded in 
the light of the supreme court opinion. 

But Greenwich would have its abun- 
dant supply because a new reservoir had 
been planned and built. The private com- 
panies supplying the community and the 
vigilant state commissions assigned to 
oversee them had insisted on it. 

The only question left was how long 
the mushrooming growth of Westchester 
and Fairfield counties would allow these 
facts to stand. 

Water is easily the greatest issue in the 
path of continued growth. If it is judged 
by watersheds and riverbeds, the country 
can make a serious effort to exploit its re- 
sources. But wai-r and political bound- 
aries do not mix. 





JUNE 18, 1959 


























Benson’s Bank Idea 


A DO-IT-YOURSELF form of financing for 
REA co-operatives was proposed 
by Agriculture Secretary Benson in a 
speech to the Chamber of Commerce Agri- 
cultural Bureau and Linn County Farm 
Bureau in Cedar Rapids, Iowa, last month. 
Benson’s proposal would create a bank to 
replace the U. S. Treasury in financing 
rural electric power and telephone systems. 
Under the Benson proposal, the bank 
would take over from the government the 
matter of lending money to the rural sys- 
tems. The rural co-ops would operate and 
ultimately own the bank entirely, much 
the same as the existing Farm Credit Ad- 
ministration works. 

Benson suggested that the rural electric 
and telephone systems set up their own 
national policy board to direct the affairs 
of the bank. ‘Members of this board,” 
he said, “would be nominated by the rural 
electric and telephone borrowers. Plans 
for organizing and operating the REA 
bank should be carefully developed to 
meet the particular capital requirements 
of the electric and telephone borrowers.” 

Benson pointed out that his bank pro- 
posal is similar to the device already in 
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operation by the Farm Credit Administra- 
tion, which iias banks and local lending 
institutions that are farmer-owned and 
-operated. The proposal was doubtless 
made in keeping with the administration’s 
effort to ease the government out of direct 
financing of the REA co-ops. As for the 
controversial 2 per cent interest rate 
(which President Eisenhower thought 
should be increased to reflect the govern- 
ment’s own cost of money), Benson’s 
bank idea would not necessarily change 
that. The farmer banks could continue to 
lend the farm co-op borrowers funds at 
2 per cent or less, or more. As in the case 
of a commercial acceptance corporation, 
the banks could use as assets not only the 
deposited reserves of millions of dollars 
which the REA co-ops have piled up all 
over the country, but also the “paper” of 
loans outstanding, thereby creating a re- 
volving fund for indefinite operations in 
the future as long as this type of financing 
is in demand. 


— some of these attractive possi- 
bilities, however, Benson’s proposal 
drew immediate fire from his critics in 
Congress, who attacked it as an attempt 














to do away with REA. Senator Aiken 
(Republican, Vermont) accused Benson 
of trying to scuttle REA. He also said it 
was an attempt to put the farmers still 
more under the thumb of giant banking 
and corporate interests. (Benson actually 
proposed that the farmers themselves own 
and operate the bank to avoid commercial 
bank financing.) The Senator, who is 
senior Republican of the Senate Agri- 
culture Committee, and who had often 
defended the policies of Benson, declared 
he would do everything in his power to 
block the bank plan. 

Senate Leader Johnson (Democrat, 
Texas) concurred with Aiken that the 
plan sounded like one which could “more 
properly have come from corporate utility 
monopolies.” And Senator Carlson (Re- 
publican, Kansas) endorsed Aiken’s state- 
ment that the bank idea “would force 
possibly one-third of the REA co-opera- 
tives to sell out to utility interests.’ Clyde 
T. Ellis, general manager of the National 
Rural Electric Co-operative Association, 
the rural co-ops’ trade association, roundly 
condemned the plan, without reference to 
the fact that he is in favor of a somewhat 
similar plan to be under control of the 
NRECA. This plan was proposed to the 
NRECA board, but deferred indefinitely. 
Ellis’ idea was to provide a centralized 
repository for pooling REA co-op surplus 
funds for better investment and return. 


B a voice vote the House of Repre- 

sentatives passed the Agriculture 
Appropriations Bill (HR 7175) which 
contains the funds for the REA. The 
1960 appropriation provides $136 million 
for rural electrification loans and $79 
million for rural telephone loans. In addi- 
tion, each program is provided with a 
so-called $25 million “contingency fund.” 
This means that such additional funds 
may be used at the discretion and approval 


WASHINGTON AND THE UTILITIES 








of the Secretary of Agriculture. The re- 
quested appropriation for electrification 
loans falls $181 million short of the 1959 
budget request. This is due to a carry- 
over of funds. The net result will be that 
the electrification program will have only 
a slight cut in its available funds for elec- 
trification loans. The telephone loan re- 
quest is $11.5 million above the 1959 
request. The bill now goes to the Senate 
for further action. 

The House Appropriations Committee 
was under some pressure by the telephone 
co-operative lobby to earmark $35 million 
for telephone loans exclusively to co-ops. 
They have been complaining because REA 
telephone loans to commercial telephone 
companies have exceeded those made to 
co-ops in both number and dollar amount. 
The committee’s report states : 


A separate amount has not been set 
aside for this purpose in the 1960 bill, 
due to assurances received that no ac- 
tion will be taken by the department 
which would disapprove any loans to 
co-operatives which have the approval 
of the Administrator. 


y 


Fast Breeder Atom Plant OK’d 
For Construction 


i ies Power Reactor Development 
Company, a group of 21 utilities and 
manufacturing companies headed by De- 
troit Edison Company, has finally been 
given approval by the Atomic Energy 
Commission to construct the $44 million 
Enrico Fermi atomic power plant at 
Monroe, Michigan. The action culminates 
almost three years of controversy over 
the “fast breeder” nuclear reactor which 
was opposed by the United Automobile 
Workers and other large unions on the 
grounds the reactor had not been proven 
safe and that the company was not finan- 
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cially able to carry through with the 
project. The reactor, which will have a 
capacity of 100,000 kilowatts, will not be 
able to operate, however, until a separate 
order is issued by the AEC, upon com- 
pletion of construction. 

This plant was originally licensed for 
construction by the AEC on August 4, 
1956. The labor unions filed exceptions 
to a preliminary decision by the AEC on 
December 10, 1958, upholding the license. 
The unions contended that the construc- 
tion of the plant was proceeding without 
sufficient regard to the safety of employees 
or the public in the area and that even 
issuance of the construction license under 
such circumstances was illegal. 


pina final decision by the AEC rules, 
first, that the commission may, under 
the Atomic Energy Act, license prelim- 
inary construction of an atomic power 
plant on the condition that subsequent 
and further investigation will be made 
of the safety features of a plant prior to 
actual operation. The 101l-page decision, 
in which Chairman McCone and Commis- 
sioner Libby did not participate, was 
signed by the other three commissioners— 
Vance, Floberg, and Graham. 

The AEC decision found that while 
there is not positive assurance that ulti- 
mate experiments will prove the safety 
of sodium-cooled atom plant operations, 
the technical experience to date warrants 
further progress with this type of con- 
struction. It was noted that there is 
reasonable assurance that technical and 
experimental investigations which have 
been undertaken will establish definitely, 
prior to the scheduled completion of the 
Monroe reactor, whether or not the Mon- 
roe plant can be operated safely. In its 
order the company’s license was affirmed. 
The earliest date for completing the facil- 
ity is December 15, 1959, and the latest 
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date is December 15, 1960. The order 
further provides a timetable of technical 
experiments and reports thereon, to be 
filed and considered prior to the com- 
pletion date of the plant and before the 
actual introduction of the fissionable ma- 
terial for nuclear operation. 


— the AEC was seeking public 
comment on its outline of proposals 
to insure safety of contemplated sites for 
nuclear power and testing reactors, the 
Chamber of Commerce of the United 
States and the AFL-CIO labor unions 
opposed one another on the question of 
responsibility for radioactivity safeguards, 
The chamber told the House-Senate 
Atomic Energy Committee that such ac- 
tivities should be turned over to the states. 
The labor unions said the federal govern- 
ment should assume more, not less, re- 
sponsibility for protection of workers and 
the general public from radiation hazards. 
Control of surrounding territory by 
owners of power and test reactors was the 
principal feature of the AEC’s safety plan, 
as well as the importance of the location of 
the plant in relation to population density, 
prevailing wind direction, nearness to 
arterial highways, airports, and factories. 
Also to be considered were the area’s 
tornado, hurricane, or earthquake history, 
permeability and depth of soil, and its 
capacity to remove and retain reactor 
effluents. 

The AEC has invited discussion of its 
safety rules by the public. A full state- 
ment of them was contained in the May 
21st issue of the Federal Register. 


e 
TVA Bill Veto Likely 


Fa de of the Senate Public 
Works Committee, headed by Sena- 
tor Kerr (Democrat, Oklahoma), is ex- 
pected to take up the controversial TVA 














WASHINGTON AND THE UTILITIES 


self-financing bill later this month. As the 
bill passed the House (HR 3460) it would 
authorize TVA to issue $750 million in 
revenue bonds. It would also limit TVA 
to its existing service area (as of June 1, 
1957) except for the following eight com- 
munities: Chicamauga and Ringgold in 
Georgia, Paducah, Princeton, and Glas- 
gow in Kentucky, and Covington, Dyers- 
burg, and South Fulton, Tennessee. 

The Kerr Bill in the Senate does not 
even have any definite territorial limita- 
tions. And unless Senator Kerr decides to 
put in such a restriction, as well as reserve 
more financial control than the House bill 
provides, it is considered very likely that 
President Eisenhower will veto any such 
measure to reach his desk for approval. 

Most of the population served in the 
“fringe area” of Kentucky and Tennessee 
is now being served by the Kentucky 
Utilities Company. The actual number so 
served and their location are as shown in 
table below. 


Ws causes grave concern to the elec- 
tric utility company is that if TVA 
is permitted to extend its boundaries to 
include these cities, then next year and the 
next those people who are just outside of 
the ever-increasing area are likely to be 
back asking that Congress again extend 


Town Population 
PAGUCAR oie :csieseees 37,000 
IRS ROW: o.cikis 5 srsc sles 10,000 
PRBCOOR., dé osscsce I 
In Kentucky ........ 54,000 


South Fulton, Tenn. 3,000 


Total served by 
Kentucky Utilities 
COMMPAHG esas d eet 57; 


& 


the boundaries farther to take them into 
the TVA area. Proof of this is illustrated 
by recent newspaper articles which tell of 
the formation of a group of Kentucky 
cities, and the efforts of Metropolis, Illi- 
nois, to secure TVA power. 

The total population of cities now seek- 
ing to be included in the TVA service area 
is approximately 100,000. One of these, 
Monticello, is served wholesale. 

The expansion of TVA’s service area 
to include these cities is viewed as a serious 
threat not only to Kentucky but to other 
states, as illustrated by agitation in Me- 
tropolis, Illinois. 

If the President does veto the bill, which 
reaches him as unsatisfactory, it is be- 
lieved that he has sufficient support in the 
lower house to sustain him. 


> 
TVA Charges Identical Bids 


HE Tennessee Valley Authority has 

charged three cases of identical bids 
on construction contracts. In one instance, 
it was said, eight companies submitted 
identical bids for the manufacture of con- 
ductor cables. As a result, TVA is 
“studying the possibility” of inviting for- 
eign manufacturers to offer bids in areas 
where identical bidding has become most 
prominent. 


Electric Customers 








Inside Adjacent to 
City City Total 
11,537 3,734 
2,968 524 
2,184 322 
16,689 4,580 
959 40 
17,648 4,620 22,268 
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Consent Decrees Questioned by 


House Group 


a Judiciary subcommittee has 
issued a “critical’’ report of the 
Justice Department for being too easy with 
the American Telephone and Telegraph 
Company. Less than a committee majority 
of the nine-member subcommittee ap- 
proved the publication—four Democrats, 
including Chairman Emanuel  Celler 
(Democrat, New York), signed—three 
Republicans filed a minority report and 
two Democratic members refused to sign 
anything. The report, therefore, boils 
down to a more or less partisan contro- 
versy. 

Principal target of the 357-page report 
was a 1956 consent decree which set aside 
antitrust litigation against the American 
Telephone and Telegraph Company. It 
was charged that AT&T and its sub- 
sidiary, Western Electric Company, were 
acting as a monopoly in the field of tele- 
phone equipment manufacturing. The de- 
cree, which set aside the antitrust litiga- 
tion, required that patents should be 
opened to all comers. 

The majority report called this action 
a “blot on the enforcement history of 
antitrust laws” and it recommended that 
the decree be re-evaluated by the Depart- 
ment of Justice. It was further suggested 
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Telephone and 


Telegraph 


that the Department of Justice has been 
using such decrees to end litigation by 
settlement, instead of by full trial of the 
issues, and that such settlements were 
somehow unlawful. 

It is quite unlikely that the Attorney 
General will reopen the consent decree 
matter, notwithstanding the majority re- 
port’s reference to the recent U. S. Su- 
preme Court decision, which holds that an 
antitrust consent decree may be reopened 
upon showing that the decree fails to 
bring about necessary relief to preserve 
competition and prevent monopoly. 


HE majority report was signed by 
Chairman Celler of the subcommit- 
tee, Representative Rodino (New Jersey), 
Representative Holtzman (New York), 
and Representative Toll (Pennsylvania). 
It is worth remembering that Representa- 
tive Celler is also chairman of the power- 
ful full Committee on the Judiciary. The 
two Democratic members who did not 
sign the report were Representatives 
Rogers (Colorado) and Donohue (Massa- 
chusetts). They have given no indication 
of their feelings on the matter. 
The stinging minority views were sub- 
mitted by Republicans McCulloch (Ohio), 
Miller (New York), and Meader (Michi- 


gan). 
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They charged that the majority re- 
port constituted an attempt to “smear 
the Department of Justice by innuendo” 
and that the conclusions reached “lacked 
factual justification.” The minority views 
stated that the subcommittee’s inquiries 
had been too narrow to justify any such 
broad recommendations and called for 
a broader, nonpartisan inquiry to “deter- 
mine whether the powers vested in the 
Attorney General to administratively de- 
cide antitrust issues require modification 
and definition by Congress.” 

Frederick R. Kappel, president of 
AT&T, has made a vigorous attack of 
the majority report. He said that the 
forced divestiture of Western Electric by 
AT&T would “inevitably saddle the tele- 
phone-using public with higher rates and 
would cripple the Bell system’s ability to 
continue to furnish high quality telephone 
service at low cost.” 


- is interesting to note that the Celler 
report had no recommendations for 
specific legislation during this session of 
Congress. 

It thus seems that Chairman Celler and 
those who agree with his view are looking 
beyond 1960 when they feel that the Jus- 
tice Department, as then organized, may 
be more disposed to go along with their 
recommendations. 

The Celler repori also roundly con- 
demns the Federal Communications Com- 
mission for failing to investigate AT&T 
long-distance rates. The Republican dis- 
senting report, however, stated that such 
investigations would be out of the com- 
mittee’s jurisdiction. AT&T has stated 
that interstate telephone rates have de- 
clined 20 per cent since 1940, while other 
prices have more than doubled. 

All of these charges and countercharges 
are straws in the wind indicating which 
way the political pressure is building up. 
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Pigs VERSUS Culture 


HE state of Minnesota has filed a 

complaint with the Federal Com- 
munications Commission regarding New 
York city’s municipally owned “cultural” 
radio station. WCCO has been beaming 
symphonic music and other cultural pro- 
grams to the New York area since 1942. 
However, the attorney general of Minne- 
sota, in the complaint, stated that WCCO 
is jamming news which is vital to farmers 
in the Midwest. The farmers are de- 
pendent upon the radio to know just when 
to bring “feeder pigs” to market and the 
New York broadcasts extend into the 
Midwest during evening hours. 

The real problem is the radio phenome- 
non known as the Heaviside layer which 
bounces radio waves for huge distances 
from their point of origin. It seems reason- 
able that the FCC may direct the New 
York station to curtail some portion of 
its night broadcasts. 


¥ 


Merchant Marine Hits Wire 
Merger Bill 


HE Senate Committee on Interstate 

and Foreign Commerce has been 
advised by the American Merchant Ma- 
rine Institute that it does not favor merger 
of marine communications with interna- 
tional telegraph companies. The commit- 
tee is conducting hearings on the subject 
matter of a bill (S 4231) which was intro- 
duced during the last session of Congress. 
This proposal would amend the Communi- 
cations Act of 1934, permitting consolida- 
tions or mergers of international telegraph 
and marine carriers. 

In its statement, AMMI said: 


The two major international radio- 
telegraph carriers own and operate a 
majority of the commercial coastal 
telegraph stations of the United States, 
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and account for over 90 per cent of the 
marine telegraph traffic. Thus, a merger 
of the international carriers would re- 
sult in a virtual monopoly of the marine 
telegraph service used by U. S. ship- 
ping. These marine operations, in turn, 
would be but a small activity within the 
international telegraph combine. . . 


« 
Pressure Groups and the FCC 


Ov= the past few years the House 

Legislative Oversight Subcommittee 
has had a great deal to say about appli- 
cants, lawyers, and friends who have put 
pressure on the Federal Communications 
Commission in radio and TV license mat- 
ters. A new turn has been taken now 
that Representative John. B. Bennett (Re- 
publican, Michigan) has accused the 
Democratic members of the House sub- 
committee of attempting to influence the 
FCC decisions in the “equal time” pro- 
vision of the Federal Communications 
Act. The “equal time” provision is that 
section of the law which requires a TV or 
radio station giving any political candi- 
date free time on the air to extend the 
same privilege to rival candidates. 

It has always been assumed that this 
referred to the two major political parties 
or at most to a third party. But FCC ina 
case in Chicago decided that this extended 
to all candidates no matter how small their 
following might be. 

President Eisenhower and a great many 
other people have felt that this ruling was 
stretching a point and that it was opening 
the door to all sorts of nuisance claims for 
free air time from political parties which 
might spring up overnight. 

Representative Bennett feels the House 
Legislative Oversight Subcommittee 
should keep out of the FCC’s deliberations. 
He was referring to a 4-to-3 vote in which 
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the committee asked Attorney General 
Rogers just what right he had to inter- 
vene in the matter which was before the 
FCC. Bennett made public letters sent 
by Representative Oren Harris (Demo- 
crat, Arkansas), chairman of the commit- 
tee, which he said had been sent to FCC 
Chairman Doerfer and to the Attorney 
General. 


HE letter to Rogers asked on what 

legal grounds “you undertake to have 
the commission” reverse its ruling that 
political candidates are entitled to equal 
newscast time. 

The letter to Chairman Doerfer asked 
that he advise the committee of the Attor- 
ney General’s rdle in the case. “In effect,” 
Bennett said, “this accuses the Attorney 
General of exerting improper influence on 
the FCC. But in my view the committee 
itself is exerting improper influence.” 


¥ 


Direct Dialing Discouraged 1n 
House of Representatives 
M EMBERS of the U. S. House of Rep- 


resentatives do not have, for the 
present, use of the new direct distance 
dialing that is now in use in the Washing- 
ton metropolitan area. A short time ago 
new switchboards were installed in the 
Capitol. This was before the advent of the 
direct distance dialing system and the 
Capitol’s equipment is not set up to record 
calls in such a way as to permit the billing 
of individual members. At the present time 
long-distance calls are placed through the 
Capitol central switchboard where opera- 
tors also record the office which is placing 
the call. This will have to be continued 
until the new equipment can be adjusted 
so as to permit registering of calls by in- 
dividual Congressmen’s offices. 





JUNE 18, 1959 











—— wa 


— ~~ lh lUhhh 





Financial News 
and Comment 


By OWEN ELY 


F lorida OF ommussioner 
Explains Regulatory Policies 


\, S. Boyp, member and former 
chairman of the Florida Railroad 
and Public Utilities Commission, recently 
addressed the New York Society of Se- 
curity Analysts for the second time. He 
assured the analysts that it was purely 
coincidental that both talks had been pre- 
ceded by commission orders having the 
effect of reducing the rates of Florida 
Power & Light Company. 

In discussing the Tampa Electric case 
of last year (26 PUR3d 158), he affirmed 
the commission’s adherence to a year-end 
rate base, together with the allowance of 
both fuel and commodity escalator clauses 
for the purpose of stabilization. However, 
in the Tampa case a change in the fuel 
clause was made to include two efficiency 
factors—lower generating cost of new 
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units, and reduction in line losses. The 
same adjustment has been made this year 
for Florida Power & Light Company, re- 
sulting in a reduction in annual revenues 
of about $2,860,000. 

In former rate cases the commission 
had deducted from allowed working capi- 
tal an amount of cash on hand equal to 
174 per cent of the current federal income 
tax liability—the so-called lag in income 
tax payments—but this deduction has now 
been increased to 50 per cent. 


‘-_ commissioner indicated that the 
recent General Telephone of Florida 
case had presented some difficulties. There 
was a good deal of opposition to the pro- 
posed rate increase, some sincere and some 
of an obviously political character. The 
commission felt that the parent company 
(General Telephone Corporation) had 
charged too high a rate of interest on 
money loaned to the subsidiary, while 
charges for various services performed by 
General Service Corporation also seemed 
on the high side. Regarding the lower 
rate of return (6.68 per cent) allowed 
General Telephone as compared with Flor- 
ida Power & Light (6.98 per cent) and 
Tampa Electric, he stated that he did not 
believe the degree of economic risk would 
be greater for the telephone company than 
for an electric utility, since the company 
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serves the most rapidly growing part of 
the state. (Southern Bell Telephone in 
1953 had been allowed 6.12 per cent.) 

Mr. Boyd stated that most utilities in 
Florida seem to seek rate relief based on 
a test period when their common equity 
ratio is at a high level. Thus General Tele- 
phone’s ratio when its application was 
filed was close to 50 per cent, compared 
with less than 40 per cent on January 1, 
1957. Hence the commission felt that it 
would be better to use a five-year average 
of the capital ratios, which was done in 
the telephone case. The return of 6.68 per 
cent allowed on the system rate base pro- 
vided a 10 per cent rate increase compared 
to the 25-30 per cent requested. 


M: Boyp referred to the advent of 
natural gas in large areas of Florida, 
which became a reality early in June. 
This will result in immediate rate reduc- 
tions to many customers now using manu- 
factured gas and should also retard the 
increases in the cost of competitive non- 
regulated fuels. The commission plans to 
set interim rates for the distribution com- 
panies, pending a year’s experience with 
the new fuel. 

In the question-and-answer period Mr. 
Boyd stated that the commission “be- 
lieved in” the credit for interest on con- 
struction. While line losses are included 
in the fuel escalation clause, the commis- 
sion is still studying this factor and might 
make some further change. Queried re- 
garding deferred taxes resulting from use 
of accelerated depreciation, Mr. Boyd 
stated that these are not considered sav- 
ings (and could thus be normalized) and 
that they are permitted to go to restricted 
surplus. 

He held that there is no necessary re- 
lationship between efficiency of service 
and the granting of a rate increase, since 
the supreme court of Florida in the 1953 
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Florida Telephone case had held that there 
should be no connection. (1 PUR3d 18; 
3 PUR3d 145.) The cost of capital, he 
said, is a major factor in fixing rate of 
return. 


¥ 


Canadian Bill to Set Up 
“Energy Board” Omits 
Rate Yardsticks 


bbe national energy bill introduced re- 
cently in the House of Commons at 
Ottawa would give the Cabinet broad pow- 
ers (through a new “National Energy 
Board’’) to regulate oil and gas pipelines, 
as well as the export of electrical energy. 
Regulation of rates, tolls, and export 
prices is authorized, but without any such 
restrictions as to rate of return on com- 
mon stock which seemed to be implied in 
the recommendations of the preliminary 
Borden Report. 

The proposed new Energy Board would 
replace the Board of Transport Commis- 
sioners as a regulating agency for gas and 
oil pipelines which cross provincial or in- 
ternational boundaries; but the Cabinet 
would have a veto power. International 
power lines would also require certificates 
of convenience and necessity, the same as 
pipelines. The board, in issuing licenses 
for export or import of oil, gas, and pow- 
er, would insure that the export price is 
“just and reasonable in relation to the pub- 
lic interest.” Pipelines already operating 
are automatically entitled to a certificate 
under the new bill, but must file all exist- 
ing tolls and tariffs within sixty days for 
possible review by the board. New pipe- 
lines crossing boundaries will require spe- 
cial acts of incorporation from Parlia- 
ment. 


. five members of the Energy Board 
would be salaried and on a full-time 
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basis, and must not be shareholders or 
have any connection with the oil, gas, or 
power industry. Appeals on matter of law 
can be made to the Supreme Court of 
Canada, but there will be no appeal on 
matters of fact. The new board will also 
have advisory functions and will gather 
certain statistical information not now 
available. 

The bill sets up five criteria for the 
board to follow in granting certificates for 
new projects: the availability of oil, gas, 
or electricity; the existence of active or 
potential markets; economic feasibility of 
the pipeline or power line; financial re- 
sponsibility of the applicant; methods of 
financing; and the extent to which Cana- 
dians can participate in the financing, 
engineering, and construction of the 
project. 

Under the bill all pipelines would have 
their rates regulated but very wide discre- 
tion would apparently be given the board 
to set up a basis for the allowable rate of 
return. The bill proposes to avoid the dif- 
ficulties of controlling the local price of 
gas, since it recognizes that the federal 
Parliament has no control over the well- 
head price nor over the retail price even 
if the two are in different provinces. But 
the board will be authorized to assume 
that a certain proportion of the difference 
between the buying and selling price will 
be considered a toll charged for transmis- 
sion to the buyer. 


| ie bill does not clarify the procedure 
for approving export licenses, but the 
Cabinet will be an important factor and 
will issue regulations by which the Energy 
Board will be governed. The board is sup- 
posed to make certain that the exported 
gas or power will leave an adequate 
amount for Canadian use on a “reason- 
ably foreseeable basis”; also the export 
price must be just and reasonable in rela- 
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tion to the public interest. However, the 
specific requirement in the old act, that the 
export price must not be lower than the 
price charged to Canadians under similar 
conditions, is now omitted since it was 
found to be unworkable. 

The new bill does not cover the regu- 
lated flow of water across international 
boundary lines—a provision said to have 
been inserted originally to block the 
Kaiser dam project on the Arrow Lakes. 
While the bill makes no provision for hav- 
ing a member of the FPC sit with the En- 
ergy Board in hearing international cases 
(as suggested in the Borden Report), 
nevertheless Trade Minister Churchill has 
indicated that Canadian and U. S. officials 
will continue to co-operate in developing 
satisfactory working arrangements. 


HE above has been summarized from 

an article in the Financial Post of 
May 23rd. The Post raised the question 
editorially whether the bill would permit 
work to start soon on the building of ma- 
jor pipelines to carry gas to U. S. markets. 
The question of what yardstick would be 
used in regulating rates is left wide open, 
the Post stating: 

Investors in Canada and abroad are 
eager to know what kind of a deal they 
are likely to get when rates are set. If 
they are assured of workable regulation 
methods and fair treatment, money to 
finance the projects will be forthcoming. 
If they aren’t, not only the oil and gas 
industry but all Canada will suffer. It 
looks as though the government is put- 
ting the whole regulation system on a 
flexible basis at the moment. ... 


~ 
Institutional Holdings of 
Stocks Increasing 


are to a study prepared by the 
New York Stock Exchange, insti- 
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tutions of all kinds held some $45 billion 
of listed stocks at the end of 1958, repre- 
senting over 16 per cent of the value of 
all listed shares.’ This compared with $31.2 
billion in the previous year, $33.5 billion 
in 1956, and less than $10 billion in 1949. 
However, much of this increase was due 
to the higher prices of common stocks, and 
the percentage now held compares with 
12.4 per cent in 1949—not as great an in- 


1 As reprinted in the “March of Finance” in the 
Los Angeles Times. 
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crease, perhaps, as might have been ex- 
pected. 

The amounts held now and in 1949 com- 
pare as shown in table on page 928, with 
institutional groups arranged in order of 
size of current holdings. 

The figures in the last column showing 
the estimated increase in share holdings 
have been calculated by adjusting dollar 
holdings to the 292 per cent increase in 
the Dow-Jones industrial price average, a 
commonly used yardstick. The results, 


MAY UTILITY FINANCING 
PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Amount 
Date (Miil.) 


Bonds 

Alabama Power Ist (s. f.) 4% 1989 .. 

Ark. omar Gas 4.60% Conv. Deb. 
1984 (s. f.) 

Baltimore G. & E. 44% Conv. Deb. 
1974 


So. Nevada Power Ist 54s 1989 
Southwestern E. P. 1st 53 1989 
Central Ill. Light 44% Conv. Deb, 1974 
Idaho Power Ist 5s 1989 

El Paso Electric 1st 54s 1989 
Interstate Power Ist 54s 1989 

West Penn Power Ist 54s 1989 

Cons. Edison Ist 54s 1989 

— Generating Ist (s. f.) 54s 


Description 


5/1 0 
2/5 “ 


5/8 


5/12 
5/13 
5/12 
5/14 
5/20 


Preferred Stocks 

Arkansas P. & L. 5.48% Pfd........ 
El Paso Elec. 5.36% Pfd. 

Interstate Power 53% Pfd. ($50 Par) 


Price 
0 
Public 
100.39 
104.25 
100.00 


100.00 
101.00 


Aver. Yield 
For 
Securities 
Of Similar Moody Offer- 
Quality Rating img 


Success 
Under- Offer- 
writing ing 


Spread Yield 


87C d 


2.25N 


4.85% 
4.32 


4.25 
5.25 
5.06 
4.25 
4.95 
4.95 
5.13 


4.68% 


S2Vawe HP oor 


Qa 


103.00 
102.09 
50.93 


Common Stocks—O ffered to Stockholders 


El Paso Electric 

Potomac Electric Power 

Plorida. Power Goth, soc cece cee erocc 
Consolidated Nat. Gas 


Common Stocks—O ffered to Public 


Idaho Power 
Gulf States Utilities 


C—Competitive. N—Negotiated. a—Reported issue well received. 


.90C 
1.32C 


3.65 2 
2.86 ; c 


b—Reported issue was fairly well 


received. c—Reported i issue sold somewhat slowly. d—Reported issue sold slowly, f—Ninety-seven per cent 
subscribed through exercise of rights, g—Rights offered to common stockholders, 


Source, Irving Trust Company 
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while not very accurate, will afford a gen- 
eral idea of the trend for different groups. 


¥ 


Michigan Consumers Power 
Rate Decision 


ATE a long delay a decision was hand- 
ed down by the Michigan Public 
Service Commission in the Consumers 
Power case. (However, about two months 
of the delay was due to a requested ad- 
journment of hearings by the company.) 
The company had filed a request for an 
increase in rates in January, 1958, and 
the decision was announced May 22, 1959. 
The commission allowed an increase of 
$6.8 million or about 45 per cent of the 
requested $15.3 million. It allowed a rate 
of return of 6 per cent applicable to a mid- 
year 1957 rate base (December 31, 1957, 
averaged with December 31, 1956)—in 
effect a rate base nearly two years old. 
Commissioner Lee wrote a dissenting 
minority opinion advising against any in- 
crease. 

The allowed electric rate base was $516 
million, excluding most of the work in 
progress but allowing $21 million for 
working capital. As of December 31, 1958, 
the corresponding book figure (using the 
same amount of working capital, and in- 
cluding the estimated proportion of com- 


Open-end Investment Companies .... 


Noninsured Pension Funds 
Nonlife Insurance Companies 


Closed-end Investment Companies ... 


Other Nonprofit Institutions 
Foundations 


College and University Endowments . 


Life Insurance Companies 
Common Trust Funds 
Mutual Savings Banks 


Totals 
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mon plant) approximated $573 million. 
As the rate base has thus grown about 10 
per cent, this would have the effect of cut- 
ting down the rate of return to 5.4 per 
cent. Actually, however, the percentage 
may not work out as low as this, since we 
understand that the rate increases which 
the company was instructed to file can re- 
late to 1957 sales (which have increased 
in the meantime). 


HE commission made some downward 
adjustment in the amount of net op- 
erating income for 1957, eliminating em- 
ployee discounts, contributions, cost of ad- 
vertising against public power, etc., but on 
the other hand allowed adjustments for 
the three wage increases granted in 1957, 
1958, and 1959 to be included. It also per- 
mitted normalization of tax deferrals re- 
sulting from accelerated depreciation. 
Traditionally Michigan has been a 
“fair value” state, based on the statute 
and the 1924 court decision in the Michi- 
gan State Telephone case (PUR1925C 
158). However, the commission held that 
it had not received any guidance from the 
legislature as to how to gauge fair value 
and hence it used (as a legal precedent for 
ignoring fair value) the 1944 Hope deci- 
sion of the U. S. Supreme Court (51 
PUR NS 193). 


Est. Per 

Per Cent Cent Incr. 

Incr.in In Shares 
1949 1958 Value Held 
$1.4 $10.2 629% 150% 
5 9.1 1,720 
235 
175 
300 
245 

109 

136 


Billions Held 
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The 6 per cent allowed rate of return 
was apparently based somewhat on ‘“‘cost- 
of-capital’” estimates made by witnesses 
and the staff, though these were less than 
6 per cent. In this connection, it may be 
of interest to study briefly the cost of 
equity capital, which is the most impor- 
tant element in the overall cost of money. 
Restrictive regulation has the effect of 
depressing utility stock prices, forcing the 
company to pay a higher price for new 
equity money, which higher cost is even- 
tually passed on to consumers. (A week 
after the decision, Consumers Power was 
selling at 532 compared with its 1959 
range of 613-523.) On the other hand, a 
more favorable “regulatory climate’ may 
improve investors’ liking for a stock, sub- 
stantially improving the price and reduc- 
ing cost of obtaining new equity money. 
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i erepecir sg did its last equity financing 
in 1957 with an earnings-price ratio 
(based on the offering price rather than 
book value) of 7.8 per cent. On the other 
hand, during the same month Central & 
South West obtained equity money with 
an EP ratio of 6.3 and in May, 1957, 
Florida Power’s offering reflected an EP 
ratio of only 5.6 per cent. Thus, in effect, 
Consumers had to pay 39 per cent more 
for common stock money than Florida 
Power Corporation. In Florida the regu- 
latory climate is relatively favorable (see 
accompanying article, page 923) and in 
one case a return approximating 7 per 
cent on the latest year-end rate base has 
been allowed. 

The above calculations and comment 
are based on a study of the decision but 
not of the exhibits and testimony. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Amount 5/28/59 Divi- 
ev. Price dend 
(Mill.) About Rate 


Pipelines and Integrated Systems 


Aver. 
Incr. Approx. 
Recent In Sh. Price- Div. Common 


Approx. Share % In- Earn. Earns. Pay- Stock 
Yield Earnings crease 7 


1953-58 Ratio out Equity 


5 O Ala.-Tenn. Nat. Gas .... 25 $1.20(k) 48% $1.40Ma 3% 14% 18.0 86% 40% 
205 S American Nat. Gas ..... 63 2.60(L)4.1 4.31Ma 4 8 14.6 60 39 
76 A Arkansas Louis. Gas ... 67 1.20 1.6 2.82Ma 50 85 23.8 43 53 
55 O Colo. Interstate Gas .... 52 1.25 2.4 2.51Ma NC 9 20.7 50 24 
427 S Columbia Gas System .. 22 1.00 4.5 1.41Ma i! 26 15.6 71 43 

7 O Commonwealth Gas ..... 9 — — .49De 22 — 18.4 — 77 
19 O Commonwealth N. G.... 25 1.00 4.0 1.63Ma 2 12 15.3 61 47 
i 6S 6‘Gonsol: Gas Wal, i240. 20 .90 4.5 1.54Ja D4 8 13.0 58 57 
304 S ‘Consol. Nat. Gas ....... 51 2.10 4.1 3.45Ma D3 11 14.7 61 60 
19 © E. Tenn Nat. Gas ...... 11 60 55 89Ma D4 23 12.4 67 25 
368 ‘S l-Paso Nat: Gas 2... 34 1.30 3.8 1.61De D2 — 2h 81 18 
SO S Bauitable Gas .......5.. 39 1.60 4.1 2.58Ma 16 6 15.1 62 44 
34 © Houston N. G, .655605.. 26 80 3.1 1.41Ja D19 11 18.5 57 18 
21 O Kansas Nebr. Nat. Gas. 44 1.80(f) 4.1 2.94De 15 11 15.0 61 36 
193° °S gone: Star Gas) occ cs visi 40 180 4.5 2.24De D4 10 17.9 80 43 
77 S) Miss, River Fuel ....... 40 1.60 4.0 2.08Ma NC 5 19.2 77 48 
28 S Montana Dakota Util. .. 34 1.00 3.0 1.76Ma 14 15 19.3 57 29 
26 O Mountain Fuel Supply .. 26 120 46 1.57De D9 3 16.6 76 51 
94 S Natl. Fuel Gas ......... 22 1.10 5.0 1.81Ma 30 7 12.1 61 56 
139 S Northern Nat. Gas...... 32 140 44 1.62Ma D5 9 19.7 86 35 
43 S Oklahoma Nat. Gas .... 30 1.24 4.1 1.92Ma Ze 6 15.6 65 34 
121 S Panhandle East. P. L. .. 47 1.80 3.8 2.74De — 2 Vi 66 40 
15 O Pennsylvania Gas ....... 24 1.20 5.0 2.13De D2 30 11.3 56 59 
188 S Peoples G.L. & Coke... 59 200 3.4 3.89Ma 9 4 152 51 41 
26 O Pioneer Nat. Gas ...... 38 1.40 3.7 2.10De D1 11 18.1 67 43 
104 S_ Southern Nat. Gas ..... 38 2.00 5.3 2.00Ma D4 —— 19.0 100 43 
41 O Southern Union Gas .... 25 12 4.5 1.40De D9 9 18.0 80 yA i 
402 S ‘Tenn: Gas Trans ...... 34 140 4.1 1.61Ma D8 16 2ri 87 21 
266 © Texas East, Trans, ..... 30 140 4.7 2.05Ma D23 16 14.6 68 21 
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yf ie bag 
{ 7 ? Price 
(Continued) sae 
Temes teas Dfans, ...... 30 
Transcont. Gas P. L. ... 25 
United Gas Corp, ...... 39 
PWeTAWES 56.66 cses 
Retail Distributors 
Piahama Gas ...026.56 32 
Atlanta Gas Light ...... 39 
Berkshire Gas .......... 21 
Bridgeport Gas ......... 33 


Brockton-Taunton Gas .. 19 
Brooklyn Union Gas .... 54 


Central Elec. & Gas .... 22 
Cent. Indiana Gas ...... 16 
Chattanooga Gas ....... 6 
SRS SORTWROP: w:o5.06.s0ies-00 33 
Plarttond Gas ..c.ccesss 48 
Havernill Gas .....600 28 
Indiana G. & Water .... 25 
TeRPIRGP ESAS b5.c0050%0 21 
Mich, Gas Util. ........ 24 
Minneapolis Gas ........ 32 
Miss. Valley Gas ....... 26 
Mobile Gas Service .... 26 
New Haven Gas ....... 40 
New Jersey Nat. Gas... 48 
No, filinois Gas «...20 32 
North Penn Gas ....... 12 
Northwest Nat. Gas .... 18 
Pacific Lighting ........ 50 
Piedmont Nat. Gas ..... 34 
Portiand Gas Lt. .......- 17 
Providence Gas ........ 11 
Rio Grande Valley Gas. 5 
So, Atlantic Gas ........ 17 
So. Jersey Gas ...ss0s0s 25 
United Gas Impr. ...... 53 
Wash. Gas Light ....... 50 
Wash. Nat. Gas ........ 18 
Western Ky. Gas ...... 18 
PAPOTARES 5 250c5s00%s 


5/28/59 Divi- 
Price 
About 


Amer. T, & T. (Cons.) . 82 
Bell Tel. of Canada .. 45 


Cin, & Sub. Bell Tel. ... 93 
Mountain Sts. T. & T. .. 153 
New Bag. Toh T.. .6..5 173 
Pache Toe Tos 50054 201 
So. New Eng. eee 45 
ee ere 
Independents 
Anglo-Canadian Tel. .... 42 


Bree Gol. Tel... 0sss0s 48 
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PUBLIC UTILITIES FORTNIGHTLY 


Recent 
Share 
Earnings 


2.06Ma 
1.46Ma 
2.39Ma 


$2.12Ma 


1.25Ma 
3.37Ma 
4.22Ma 

.66De 
1.25De 


Recent 
Share 


Vield Earnings 


$4.77F 


2.14De 
5.15De 
8.09De 


10.23Ma 


7.89De 


2.60De 


$3.09Ma 


1.64Ma 


Aver. 
Incr. 
In Sh. Price- 
% In- Earn. Earns. 
crease 1953-58 Ratio 
9 3 14.6 
2 17 17.1 
D5 + 16.3 








3% 12% 168 


D26% 13% 15.1 
17 11 13.4 
18 31(x) 14.8 
8 122 

10 28 = 14.6 


5 10 = 16.1 

3 11 13.0 
D24 17 19.0 
D31 — . 8 
14 13 7 
21 — 208 
14 14 = 12.9 

3 11 16.1 
D10 5 16.9 
8 4 162 

=) 6 i557 

1 8 11.6 
D30 7 198 
30 13 13.0 
4 — 171 

14 — 204 

4 12 148 

6 — *161 

5 60 6179 

5 21 18.5 
128 31 7.4 
20 5 18.3 
40 11 14.1 
27 6 139 
15 18 20.0 
21 15.7 
38 12 118 
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15% 11% 15.4 


Aver. 
Incr. 
In Sh. Price- 


% In- Earn. Earns. 


crease 1953-58 Ratio 
10% 4% *17.2 


7 — 21.0 
5 _ 18.1 
D3 + 18.9 
25 7 16.9 
+ 1 20.4 
37 8 17.3 








3. 
— 29.3 


Approx. 
Div. Common 
Pay- Stock 
out Equity 
58 33 
68 23 
63 42 
67% 
75% 42% 
62 34 
71 39 
60 46 
73 46 
65 44 
59 17 
95 57 
92 43 
54 36 
87 51 
65 53 
65 45 
73 34 
71 34 
74 46 
54 34 
84 37 
62 67 
57 34 
64 54 
74 60 
64 36 
86 42 
54 24 
32 oe 
93 50 
71 55 
66 32 
72 50 
71 54 
53 37 
a= 40 
48 41 
68% 


RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 





Approx. 
Div, Common 
Pay- Stock 
out Equity 
69% 64% 
93 64 
88 76 
82 76 
78 62 
89 61 
77 61 
82% 
39% 52% 
122 28 
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(Continued) 


Cait. Inter. Tel, cess 
Calif. Water & Tel. ... 
Gettral’ TOL. 5.cccsceviece 
Commonwealth Tel. ... 
Blonda Tel.) sé cscces cee 
General Tel. & Elec. ... 
Hawaiian Telephone .... 
Inter-Mountain Tel. ... 


Rochester Tel. 


Southwestern St. Tel. .. 


United Utilities 


West Coast Tel. ....... 
Western Union Tel. ... 


Averages 


Transit Companies 
Baltimore Transit 


Cincinnati Transit 
Fifth Ave. Coach 


Greyhound Corp. ...... 


Nat. City Lines 


Niagara Frontier Trans. . 
Pittsburgh Rys. ....... 


Rochester Transit 


Sete IOI) 1s, Ws sce ese asain 
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United Transit 


Averages 


Water Companies 
Holding Companies 


American Water Works . 


Operating Companies 


Bridgeport Hydraulic ... 
Calif, Water Service ... 
Elizabethtown Water ... 


Hackensack Water 
Indianapolis Water 
Jamaica Water 


New Haven Water ..... 


Ohio Water Service 


Phila, & Sub. Water ... 
Plainfield Un. Water ... 


San Jose Water 
Scranton-Springbrook 


South. Calif. Water .... 
W. Va. Water Service .. 


Averages 
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eee eeesee 


5/28/59 Divi- 
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About 


dend Approx. 
Rate teld 
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Aver. 
Incr. Appros 
Recent In Sh. Price- Div. Common 
Share % In- Earn. Earns. Pay- Stock 
Earnings crease 1953-58 Ratio out Equity 
.96Ma 2s 6 NE 15.6 63 24 
1.79De 36 2 14.5 67 37 
1.88Ma _ 5 13.8 53 33 
1.35De D6 20 14.8 67 35 
1.00De D7 4 29.0 100 42 
3.05Ma 2 NE€ 22.6 66 34 
1.30**Ap 14 4 17.9 77 43 
.91De D3 _- 176 88 54 
1.43Ma 16 4 17.5 70 33 
1.57De D5 — 15.9 76 37 
1.64De 6 A 19.5 76 36 
1.38Ma Z — 16.2 72 32 
1.89De D7 — 19.0 63 85 
3% 6% 184 73% 
$ .58De D43% — 15.5 _ 48% 
31De D40 19.4 97% 54 
.02De D99 — — — 75 
1.23De 1 — 19.5 81 50 
169De D38 — 16.6 118 94 
10De D87 a — —- 67 
12Ma — —_ — — 90 
86De 34 11 7.0 47 100 
68De 4 — 17.0 147 97 
24De D/70 — — 416 65 
75De D4 _- 8.7 80 55 
(D) 34% — 148 141% 
$1.10Ma 16% — 12.7 55% 19% 
$1.75De D15% 2% 194 97% 53% 
1.66Ap 4 ims # & 
3.78De D3 14 152 53 59 
3.29De D5 — 14.0 61 35 
1.22De D4 6 20.5 82 36 
2.97Ma D5 1 14.5 74 27 
3.32De 9 6 20.5 102 61 
160Ma D32 — 17.5 94 31 
2.59De D17 — 18.5 19 27 
4.31Ma D3 3 14.6 70 64 
2.12Ap 26 15 15.6 61 41 
1.63De 2 4 14.7 61 25 
1.09Ma D7 Z 18.3 73 33 
141Ma D20 — 15.6 48 18 
D5% 5% 16.7 69% 




















A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September ; Oc—October; N—November; De—December. NC—Not comparable. NA—Not avail- 
able. D—Decrease. *On average shares. (a) Adjusted to eliminate 13 cents per share of nonrecurring tax sav- 
ings. (b) Also stock dividend in 1958. (d) Also one per cent stock dividend quarterly. (e) Also 10 per cent 
stock dividend May 19, 1958. (f£) Includes extras, (g) Five per cent stock dividend April 10, 1959. (h) 
Also 2 per cent stock dividend December 1, 1958. (i) Also 5 per cent stock dividend December 29, 1958. (j) 
Also 5 per cent stock dividend March 19, 1959, (k) Also 20 per cent stock dividend March 9, 1959. (L) Also 
10 per cent stock dividend June 10, 1959. (n) Excludes profit realized on sale of Los Angeles Transit $3.81 
per share. (0) Also 5 per cent stock dividend June 30, 1959. **On combined common and common B stocks. 


(x) 1952-57. 
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What Others Think 


Rapid Amortization in Regulated Industries 


ata of the Senate Subcommittee 
on Antitrust and Monopoly, recently 
made available in printed form, contain 
some interesting views on the effect of 
rapid amortization for tax purposes of 
defense supporting plant. structures by 
regulated industries. These hearings were 
held pursuant to Senate Resolution 57 of 
the 85th Congress. And while the question 
of further issuance of rapid amortization 
certificates for regulated business has now 
been disposed of by the cessation of the 
program, the effect of such rapid amorti- 
zation on the earning capacity of such 
industries, including both gas and electric 
utilities, is still being debated in regulatory 
and academic circles. 

Is it a tax saving or a tax deferral, when 
a regulated business speeds up its deduc- 
tion for depreciation for taxes so that it 
is entirely written off in five years? Does 
it amount to an “interest-free” loan by 
the government during the period of 
amortization—as is so often stated by the 
critics of such certificates? On June 20, 
1957, U. S. Senator Homer E. Capehart 
(Republican, Indiana) introduced into 
the Congressional Record a statement by 
an engineering and business consultant, 
Jacob Friedman of Washington, D. C., 
summarizing the costs and benefits arising 
from the amortization of Brownlee dam 
by the Idaho Power Company—which, in- 
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cidentally, the company subsequently vol- 
untarily declined to exercise. Using an 
estimated cost of $67,138,000, of which 
65 per cent had been certified as eligible 
for rapid amortization, and using an esti- 
mated life of fifty years, Friedman arrives 
at some interesting conclusions. First, he 
deals with the joint advantages to both 
private industry and the government, 
based on the assumption that a company 
will be able to invest profitably its so-called 
depreciation tax benefits at 6 per cent an- 
nually for fifty years—considering the use 
of an interest-free loan as an investment 
at a profit rate equal to the rate of borrow- 
ing on alternative indebtedness. He also 
uses the assumption, for statistical pur- 
poses, that the corporate tax will remain 
at 52 per cent, that the government can 
borrow money at 3 per cent, and that the 
taxpayer will continue a profitable busi- 
ness operation. 


H™ is Mr. Friedman’s analysis of the 


conditions which would prevail 
under these assumptions: 

(a) At the end of each of the first five 
years following completion of the facility, 
the government will borrow money at 
3 per cent to offset depreciation tax losses 
(or company depreciation tax benefits), 
which are in effect interest-free loans to 
the company. 





WHAT OTHERS THINK 


(b) At the end of each of the last 
forty-five years, the company depreciation 
tax loss (or government tax gain) because 
of less than normal depreciation allowable, 
represents a repayment without interest to 
decrease the remaining balance of the in- 
terest-free loans. At the end of fifty years, 
such loans will be fully paid as the com- 
pany depreciation tax benefits will equal 
government depreciation tax gains. 

(c) At the end of each year after the 
first, the government receives income 
taxes equal to the company’s profit rate of 
6 per cent multiplied by 52 per cent or 3.12 
per cent of its cumulative depreciation tax 
benefits compounded annually at 2.88 per 
cent (6 per cent—52 per cent times 6 per 
cent), the company’s net return after taxes 
on its investment at 6 per cent. Moreover, 
while the loans (depreciation tax bene- 
fits) received by the company at the end 
of each of the first five years are interest 
free, the government realizes as income 
taxes a return of 3.12 per cent on the basis 
of the current value of loans that have 
compounded at 2.88 per cent annually 
rather than on the basis of the current 
value of interest-free loans. 

(d) The net government tax loss at 
the end of each of the first five years is 
equal to the company depreciation tax 
benefits less the excess of income taxes 
received in (c) above over the interest ex- 
pense necessitated by government borrow- 
ing at 3 per cent. 

(e) Each net government tax gain 
from the end of the sixth year to the end 
of the twenty-sixth year is equal to the 
company depreciation tax loss plus the 
excess of income taxes received in (c) 
above over the interest expense necessi- 
tated by government borrowing at 3 per 
cent. 

(f) Each net government tax gain 
from the end of the twenty-seventh to 
fiftieth year is equal to the sum of the 


company depreciation tax loss, the gain 
from income taxes received in (c) above, 
and the interest at 3 per cent on the 
cumulative net government tax gain ac- 
crued to date that reduces government 
borrowing to the extent of such net 
tax gain as it would not have existed 
in the absence of a certificate. During 
this period the net government gains 
accelerate. 


HE important point of Mr. Fried- 

man’s computation is that the regu- 
lated company’s benefits result from in- 
vesting its cumulative depreciation tax 
benefits at a profit of 6 per cent and com- 
pounding them annually at 2.88 per cent 
after payment of income taxes. In the 
hypothetical (as it turned out, mythical) 
case of the Idaho Power Company, 
through the certification of the Brownlee 
dam at the end of fifty years following 
construction, the interest amounting to 
$25,756,000 would have represented the 
gain of the Idaho Power Company. This 
is the interest which would otherwise 
have accrued without benefit of the certifi- 
cate as a net interest expense after de- 
ducting, for income tax purposes, 52 per 
cent of the total interest due on loans 
equal to the depreciation tax benefits at 
the end of each of the five years. 

Note that the value of such a gain at 
the completion of the construction project 
is $6,229,000. This is the amount of 
money invested at an annual profit rate 
of 6 per cent. But 3.12 per cent of this 
(52 per cent times 6 per cent) will be 
returned to the government as federal in- 
come taxes. Only the remainder of 2.88 
per cent of the profits can be figured as a 
component for compounding the interest 
benefit over the 50-year life period of the 
project. That is how Mr. Friedman 
finally arrives at the $25,756,000 net gain 
to the tax-paying company. 
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uT what does the government get out 

of this—as a benefit through the cer- 

tification of the project for tax-paying 
purposes? Mr. Friedman figures that the 
government stands to gain $30,407,000 at 
the end of fifty years following the 
project’s construction. Thus Uncle Sam 
stands to gain more than the taxpayer 
through the certification of the project 
for tax purposes. The government’s gain 
is due to the annual 3.12 per cent return 
as income taxes on the investment of cu- 
mulative company depreciation tax benefits 
compounded annually at 2.88 per cent, 
and the excess of annual savings of in- 
terest (at 3 per cent) on the cumulative 
net government tax gains over what the 
government would have had to pay in the 
absence of a certificate. Mr. Friedman 
figures that the value of such a gain to the 
government at the completion of a project 
would be $6,936,000. At 3 per cent com- 
pounded interest over the 50-year period, 
this figures out at $30,407,000, as stated 
above. 

In other words, critics of the amortiza- 
tion tax program have quite generally 
failed to take into consideration the gov- 
ernment’s tax benefits due to the annual 
profitable investment of the company’s 
depreciation tax benefits. 

Of course there are other benefits from 
such a program which eventually accrue 
to the government as Mr. Friedman 
states : 

The receipt of a necessity certificate 
is to no avail unless the certified facili- 
ties are utilized in a profitable manner. 
Accordingly, the necessity certificate 
program has encouraged the incentive 
and initiative of private industry to 
undertake a successful operation, which 
has made the United States the 
mightiest nation. The additional plants 
with their complement of modern equip- 
ment, many of which would never have 
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been built under normal conditions and 
others not built at the time needed by 
the government, have provided neces- 
sary mobilization capacity, gainful em- 
ployment, and have generated consid- 
erable tax revenue in addition to the 
government gains discussed above. In 
this particular case, an electric power 
development will attract many indus- 
tries, which in turn will generate much 
additional tax revenue in behalf of the 
government. 


} Bec views are quite different, of 
course, from those of Russell C. 
Rainwater, chief accountant of the Federal 
Power Commission, who placed the cost 
to the government of the Idaho certifica- 
tion at $83,595,827. When asked to com- 
ment on Mr. Friedman’s computations by 
Senator Kefauver (Democrat, Tennessee) 
Mr. Rainwater submitted a memorandum 
on August 22, 1957, to the Senate Anti- 
trust Subcommittee, which mainly differed 
as to the basic assumptions made in Mr. 
Friedman’s computations. 

Mr. Rainwater pointed out that the net 
government tax gain was based on an in- 
terest rate of 3 per cent which he thought 
was too low, especially in view of the fact 
that the government was paying 34 per 
cent for such borrowed funds at the time 
of the inquiry. He also pointed out that 
Friedman had estimated the utility com- 
pany’s tax payment out of its return of 
6 per cent, whereas in conventional regu- 
lation return allowance is always made 
after the allowance of income tax as an 
operating expense. Mr. Rainwater also 
repeated his contention that the use of 
tax benefits, temporary or otherwise, en- 
ables an expanding company with constant 
need of new capital for construction to em- 
ploy such benefits virtually as interest- 
free loans. If the company did not receive 
the amortization certificate, the funds for 








new construction would have to be raised 
by other means, in his view. Revising 
Friedman’s computations in the light of 
his criticisms, Rainwater came out with a 
gain to the company of $165,077,000 com- 
pared to Friedman’s $25,756,000 result 
in the hypothetical case stated above. Rain- 
water also computed a net Joss to the gov- 
ernment of $39,064,000, compared with 
Friedman’s gain to the government of 
$30,407,000. 


N the nature of a rebuttal to such dis- 

agreement with his computations, Mr. 
Friedman wrote to Senator Dirksen (Re- 
publican, Illinois) on January 17, 1958, a 
letter in which Friedman justified his 
computations as follows: 

First, as to whether the assumption of 
3 per cent of government borrowing was 
too low, Friedman thought that it was 
justified over a long-range average—not 
using just a spot period of higher interest 
—especially in view of taxes received by 
the government from the interest income 
of those who loan money to the govern- 
ment itself. 

Secondly, as to whether the assumed 
government tax benefit was erroneously 
based on a return allowance before taxes, 
rather than after taxes, Mr. Friedman 
made a very interesting observation. He 
said that he was not making any as- 
sumption as to company taxes based on 
the return allowance at all—but simply 
using the going interest rate of 6 per cent 
on private capital to estimate the value of 
certificate to the taxpayer. If there were 
no certificate issued, the company would 
have to raise the money from private in- 
vestors, issue bonds, and pay an assumed 
6 per cent interest to the bondholders. 
This 6 per cent, paid out by the company, 
would be deductible as a business cost 
before taxes. But with the use of the 
money provided under the certificate, the 
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company issues no bonds, which means 
that the 6 per cent is now accrued as a 
profit for the stockholders, and the gov- 
ernment gets income taxes on this at the 
52 per cent corporate rate. 


N other words, were there no certificate 

there would be no taxes for the gov- 
ernment (at 52 per cent) on 6 per cent 
otherwise paid to bondholders as tax de- 
ductible interest ; but where the certificate 
is used, the government gets such a tax 
on the 6 per cent accrued as profit to the 
stockholders. Conventional rate-making 
procedure, and whether the tax is as- 
sumed before or after the return allowance, 
have nothing at all to do with it! These 
additional taxes collected by the govern- 
ment amount to 3.12 per cent (52 per 
cent of the 6 per cent earnings) and must 
be paid by the utility, resulting in a net 
company benefit of only 2.88 per cent (6 
per cent minus 3.12 per cent). 

Friedman went on to say that “‘con- 
sumer rates remain the same in either 
situation.” He noted also that the 6 per 
cent assumption was admittedly a maxi- 
mum interest payment rate and that if the 
company could borrow money from pri- 
vate sources for less, then the value of the 
certificate would correspondingly be re- 
duced. With respect to Rainwater’s com- 
ment that the certificate provides interest- 
free loans for the use of plant expansion, 
for which funds would otherwise have to 
be raised from private sources, Friedman 
concludes : 


... One of the objectives for providing 
benefits to private industry through 
necessity certificates is to provide an 
incentive to expand facilities in excess 
of scheduled needs, which represents a 
mobilization preparedness measure at 
an economic risk by industry. To the 
extent that such additional plant is 
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constructed with the use of depreciation tion benefits would be constructed re- 
benefits either at the beginning or later gardless of the certificate. 

in increments, because of the certificate 

that would otherwise not have been AS to Mr. Rainwater’s computation of a 
accomplished in the absence of such de- much greater benefit to the company 
preciation benefits, federal income taxes under such a certificate, Mr. Friedman had 
can be computed in arriving at govern- this reaction: 

ment loss or gain. This situation has That such benefits could only be ob- 
been prevalent during the tax amortiza- tained through an increase of consumer 
tion program and, as a result, a tre- rates. Further, that, if consumer rates 
mendous increase in industrial capacity were increased, such benefits would result 
is available for mobilization purposes. in the computation of federal income taxes 
Thus, it is agreed that the basic expan- (in arriving at government loss or gain) 
sion would be undertaken without a which are not the funds for new construc- 
certificate but it is not reasonable to tion whether raised by private financing 
assume that excess facilities which could or not. 

have been built with the use of deprecia- Aside from these differences of opinion 
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on resulting benefits of tax amortization, 
Friedman made an interesting observation 
on the effect of accelerated depreciation 
on utility company earnings. In the case 
of the Idaho Power amortization certifi- 
cate (which the company declined to use) 
it was represented that the depreciation 
benefits, on so-called ‘interest-free loans” 
of approximately $30 million during the 
first five years—which must be repaid 
over the subsequent forty-five years—rep- 
resent a subsidy to the company of $300 
million or ten times the amount of the 
loans. 
Friedman said of this: 


How astonished would the average 
person be if he arranged to receive in- 
terest-free loans of $1 at the end of 
each of five consecutive years with the 
understanding that they would be re- 


paid in declining payments over the 
next forty-five years but was advised 
one year before the receipt of the first 
loan of $1 that this arrangement rep- 
resented a gift to him of $50. That 
would be analogous to the insinuation 
made through press releases, hearings, 
etc. ; namely, that interest-free loans due 
to a certificate are worth ten times their 
amount even though they must be re- 
paid. 


These are rather original approaches 
and observations made about a most 
hackneyed and complex subject. Does the 
government benefit more from accelerated 
depreciation or rapid amortization than 
otherwise? Does the tax-paying utility? 
Does the consumer? You pay your tax 
money and you take your choice. 

—F. X. W. 





The Common Growth of New York and 
Its Utility Services 


ye E. Este, president of the 
Consolidated Edison Company of 
New York, recently spoke to that city’s 
chamber of commerce regarding Consoli- 
dated Edison’s service to the growing New 
York area. 

He pointed out that Consolidated Edi- 
son and the chamber have many fields of 
common interest. The city’s first subway 
plan was advanced by the chamber. The 
city was to supply stations and tunnels 
and private enterprise was to provide the 
equipment and power. This pattern was 
followed until 1940 when the city took 
over the entire operation. Even with city 
ownership Con Edison supplied power 
to operate the Independent line. Mr. 
Eble outlined Con Edison’s position 
that power-generating plants should be 
returned to private enterprise. [Mr. Eble’s 


speech was made prior to the auction in 
which Consolidated Edison’s bid of $125 
million for the city’s three transit power 
plants was accepted. ! 

Mr. Eble stated that Con Edison pro- 
vides electricity for nearly nine million 
people in a 600 square mile area. Gas is 
supplied to a 400 square mile area which 
includes Manhattan, the Bronx, part of 
Queens, and most of Westchester. Steam 
service is provided to the majority of 
buildings in mid- and downtown Manhat- 
tan. This vast utility is owned by 180,000 
stockholders whose investments have en- 
abled the company to supply the continued 
expansion of power in the area. 

A stockpile of 1.5 million tons of coal 
is held in reserve in case of an emergency 
and many Consolidated Edison plants are 
equipped to burn oil, gas, or coal. Not 
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only does this represent an insurance 
against fuel shortage but it also provides 
the company with a means of using the 
cheapest fuel available at any given 
moment. 

To service the New York area, over 
43,000 miles of underground electric 
mains are needed; 26,000 miles of over- 
head lines; and 4,000 miles of gas mains. 
The operation of the facilities requires 
25,000 employees, over half of whom 
have been with the company for twenty- 
five years or longer. 


N™ York city represents a difficult 
service area where even a short 
power failure can result in the worst type 
of confusion. Mr. Eble said that his com- 
pany uses the most advanced equipment 
and techniques to improve quality and de- 
pendability of service. Last year the 
world’s largest turbogenerator was acti- 
vated at the Astoria plant in the Queens. 
Natural gas is now being used because 
of its lower cost and its superior qualities. 
Smoke control has been a prime concern 
to the company since 1937 and every effort 
is made to eliminate air pollution from 
power-generating plants. Special tech- 
niques are now being used to eliminate the 
need of digging up streets for the installa- 
tion of new and heavier power and gas 
lines. 

The field of nuclear energy is being in- 
vestigated. The chief advantage is the high 
unit content of atomic fuel—one pound of 


uranium has the same energy content as 
25 rail cars of coal. There are numerous 
drawbacks, however, since nuclear gen- 
erators require heavy shielding and the 
reactors themselves are most complex. It 
is expected that with further developments 
and testing nuclear fuel will become 
economically feasible in some sections of 
the nation. At the present time Consoli- 
dated Edison is constructing a nuclear 
generating plant at Indian Point, New 
York. This project has been entirely 
financed by Con Edison and no govern- 
ment funds have been used. It is scheduled 
for completion early in 1961 and it will 
serve as a testing ground for the building 
of future nuclear units. 


pra sngeease EDISON is now engaged 
in the largest expansion program in 
its history. This program has been initi- 
ated to keep pace with the rapid expansion 
and growth of the New York area. Mr. 
Eble stressed that it is of paramount im- 
portance that the company be permitted 
to continue to earn adequate returns on 
its investment so that it will be in a posi- 
tion to attract the needed capital for this 
program. The future growth of New York 
and surrounding areas depends on power 
and Mr. Eble emphasized that the state 
public service commission must realize 
the importance of taking a realistic ap- 
proach to Consolidated Edison’s financial 
requirements if the area is to achieve its 
growth potential. 





New Idea in Telemetering via Telephone 


fan February 19th issue of Gas Age, 
in an article entitled “Is Automatic 
Meter Reading on the Way?” outlined a 
new telemetering device invented by W. 
Arthur Sprague and Curtis M. Cooper. 
The article by William Nickel takes a 
technical look at an invention which could 
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conceivably revolutionize the techniques 
of meter reading and billing. 

Under the recently granted Sprague- 
Cooper patent, any residence with a tele- 
phone could be fitted with the new inven- 
tion, and from that date forward the col- 
lection of bills would be fully automatic. 








Vwe 














The Sprague-Cooper device is an at- 
tachment on the meter (gas, electric, 
water, etc.) which would permit auto- 
matic reading and data transmission to a 
central billing office. 


— code-punched card is in- 
serted into a sending machine at the 
central office. This card permits energiz- 
ing of a circuit—a particular telephone 
number. If the telephone is not in use the 
circuit is completed and the meter reading 
device is activated. The telephone does not 
ring and the patron is in no way annoyed 
or disturbed. The reading device trans- 
mits the bill information to the home of- 
fice in a series of short electrical impulses. 
These impulses are converted by a billing 
machine and the customer’s bill card is 
punched. The entire cycle is completed in 
nine and three-fourths seconds. 

If the telephone is in use an automatic 
ejection mechanism would kick out the 
customer’s card and another would take 
its place. However, the inventors suggest 
that the best time for the operation of such 
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a unit would be after midnight when few 
telephones are in use. 


Sie a collecting system would be adapt- 
able to long-distance collection—as- 
suming that long-distance lines might be 
leased—and one central office might serve 
for assembling billing data for a large 
number of communities. An added ad- 
vantage claimed for this system is the fact 
that it uses existing meters and only re- 
quires the attachment of the Sprague- 
Cooper device. Utility companies have 
understandably been reluctant to accept 
any telemetering device which would re- 
quire a sweeping change in existing me- 
tering mechanisms. 

The co-inventors feel that the present 
unit could make 300 to 360 meter readings 
per hour. It is hoped, however, that with 
future development this figure might be 
doubled. Should the Sprague-Cooper in- 
vention be tested by one of the utility com- 
panies, and if it comes up to the inventors’ 
expectations, automatic meter reading 
may well become a reality in the future. 

—C. M. B. 








HE University of Notre Dame, Col- 

lege of Commerce, has heard Dr. 
James J. O’Leary, director of economic 
research for the Life Insurance Associa- 
tion of America. 

Doctor O’Leary’s lecture, regarding the 
stability of the dollar’s buying power and 
the importance of a free economy, was 
delivered as part of the Cardinal O’Hara 
lecture series at Notre Dame. 

Voluntary savings were characterized 
by Dr. O’Leary as the basis for economic 
growth. If the people are to be encour- 
aged to save, it is of vital importance that 
the dollar remain stable and that the inter- 


Plea for Stable Dollar 






dependence of employment, economic 
growth, and price stability be recognized. 

Savings enable us to increase produc- 
tion capacity through expanded and new 
industrial plants. This expansion, in turn, 
will produce greater total national output 
of goods. 

The majority of the nation use banks, 
savings and loan associations, and pension 
funds for their savings. These savings, 
when reinvested by the financial institu- 
tions, form the cash reserve which en- 
ables plants to expand, housing projects 
to be completed, bridges, roads, and 
schools to be constructed, etc. 
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When the value of the dollar decreases, 
Dr. O’Leary declared, people are forced 
to take refuge in the stock market as a 
means of “hedging” against increased 
price levels. 

Continued inflation will result, Dr. 
O’Leary said, in a premium for inflation 
in the interest rate; difficulties in federal 
financing; and increased government con- 
trols—including wage and price fixes. 


D O’LEary believes that stability of 
the dollar should be of prime na- 
tional concern. He stated: 


We cannot afford to regard stability 
in the value of the dollar as a second- 
class objective, to be easily aban- 
doned in our efforts to maintain full 
employment and vigorous economic 
growth. 


In closing he stressed that the position 
of the United States in the cold war with 
Russia, demands that we must maintain 
high employment and vigorous economic 
growth, but without inflation which might 
well destroy our political and economic 
democracy. 





Notes on Recent Publications 


THe Nucrear-Space Law Institute of 
Georgetown University has recently an- 
nounced the establishment of a permanent 
institute for the study of nuclear energy 
law and outer space law at the Georgetown 
University Law Center in Washington, 
4... 

This institute will conduct intensive, 
continuing research into the local, national, 
and international legal problems arising 
out of the peaceful and military uses of 
nuclear energy and the exploration of outer 
space. These legal problems are so inti- 
timately related to various political, eco- 
nomic, and technological factors that their 
resolution cannot reasonably be expected 
through the use of legal research techniques 
alone. 

The institute will, then, whenever neces- 
sary, call upon the faculties of all univer- 
sity schools and departments and thus 
bring a university-wide, interdisciplinary 
approach to bear upon the legal problems 
of the nuclear-space age. Governmental 
regulation of nuclear power reactor opera- 
tion, for instance, requires the concerted 
arts and skills of physics, radiology, eco- 
nomics, and law. Similarly, the determina- 
tion of a sensible world-wide flight traffic 
plan for space vehicles and satellites must 
be based upon the knowledge and judg- 


ment of the astronomer, the mathematician, 
the engineer, and many others, including 
the lawyer. The new institute will focus 
its work on the legal problems of these re- 
lated areas. 

The institute is under the direction of a 
member of the law faculty and the dean of 
the Graduate School of Law. The institute 
will have the co-operation of an advisory 
committee of industrialists, scientists, and 
lawyers who are actively engaged in nu- 
clear energy and space affairs. The mem- 
bership of the advisory committee will be 
announced very soon. 

The law center is also offering, for the 
third consecutive year, a graduate seminar 
in atomic energy and the iaw. Additional 
courses are in the planning stage in both nu- 
clear energy law and space law. The new 
institute already has begun to work on two 
projects devised by its staff, and is prepared 
to undertake special projects of particular 
interest to governmental, industrial, and 
other groups. Negotiations are currently in 
progress with respect to two such special 
projects. Interested parties may address in- 
quiries to: Professor Leo A. Huard, direc- 
tor, The Nuclear-Space Law Institute, 
Georgetown University Law Center, 
Washington 1, D. C. 
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The March of 
Events 


Boost in Rates Sought 


HE Federal Power Commission has 

been asked by Cities Service Gas Com- 
pany of Oklahoma City, Oklahoma, for a 
$10,512,300 annual natural gas rate in- 
crease that would affect 62 wholesale cus- 
tomers in Kansas, Missouri, Nebraska, 
Oklahoma, and Texas. The rate boost 
amounts to 18.6 per cent. 







The company said it has experienced 
increases in all operating and maintenance 
costs, particularly for wages and the price 
of purchased gas. It also cited increases 
in its rate base and in the cost of money, 
claiming that a 62 per cent rate of return 
was needed instead of the 6 per cent re- 
turn allowed under its present rates. It 
asked that the new rates be made effective 
starting June 23rd. 


California 


Los Angeles Monorail 


za for a new 60-75-mile-per-hour 
air train that could travel overhead, 
underground, or on the surface was to be 
presented by Lockheed Aircraft Corpora- 
tion to the Metropolitan Transit Author- 
ity and the board of supervisors in Los 
Angeles. 

Termed the nation’s first monorail air 
train system, the plan could solve surface 
transportation problems of the city where 
95 per cent of commuter traffic and transit 
is by private auto, and could have impor- 
tant implications for New York and other 
cities. 

Pointing out that monorail could be 
sufficiently appealing to make it self-sup- 
porting and that it would substantially 
reduce surface traffic, William H. Statler, 
chief of advance research at Lockheed’s 
California division, said: 


We believe monorail can be provided 
at fares perhaps less than today’s rates, 
with trains running four to eight min- 
utes apart, from stations located ap- 
proximately every two miles, at speeds 
that would cut travel time up to twenty 
minutes on a 20-mile trip. 


Rapid Transit Planned 


ec San Francisco Bay Area Rapid 

Transit District has signed a $600,- 
000 contract with three engineering com- 
panies to plan its proposed five-county sys- 
tem of high-speed commuter trains. The 
plans are to be completed by May, 1960, 
for a rail transit system that would serve 
San Francisco, Alameda, Contra Costa, 
Marin, and San Mateo counties. Then a 
general bond issue would be submitted to 
the voters in November, 1960, for ap- 


JUNE 18, 1959 











proval so that the project could be fi- 
nanced. 

While the amount that the rapid transit 
system will cost is not definitely known 
now, it is estimated it will range between 
$700 million and $1 billion. 
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In addition to the rapid transit system, 
a $115 million transbay tube is planned 
which will link San Francisco and Oak- 
land. The cost of this transportation unit 
will probably be paid for out of Bay 
Bridge tolls. 


Connecticut 


Rate Decrease Expected 

EARLY all of the Hartford Gas Com- 
N pany’s 68,000 customers may be 
given a rate decrease by early 1960 if rate 
studies now under way turn out as they 
are expected to. The company is presently 
converting from manufactured to natural 
gas. It anticipates that rates can be low- 
ered because the new method should result 
in lower operating costs. Any such sav- 


ings will be passed along to customers in 
the residential, commercial, and industrial 
fields. 

Hartford has been converting its cus- 
tomers to natural gas for some time. Now 
it needs about $840,000 more to make its 
conversion program 100 per cent complete. 
It has asked the public service commis- 
sion’s approval of a plan to borrow the 
money for the job. 


Illinois 


Chicago Transit Authority 
Asks for Tax Subsidy 


HE Chicago Transit Authority has 

asked the city of Chicago for a coun- 
ty-wide gasoline and property tax subsidy 
to pay for mass transportation improve- 
ments. Duplicate sets of six bills were 
introduced in the Illinois legislature by 
Senator Donald J. O’Brien and Repre- 
sentative William G. Clark which were pre- 
pared by the CTA and backed by Chicago 
Mayor Daley. 


They would: (1) Permit CTA to levy 
a property tax of five cents on each $100 
vaiuation to finance extension and im- 
provement of the transit system. (2) Au- 
thorize counties with populations above 
100,000 to levy a one-cent-a-gallon tax on 
motor fuel to be used in acquiring and 
operating commuter lines. (3) Give the 
CTA $ million a year from the Chicago 
Board of Education’s allocation of state 
school aid, as reimbursement for half-fare 
transportation of pupils. 


Montana 


Coal Fields Leased to 
Power Company 
HE Northern Pacific Railway has 
granted a 30-year mining lease to 
Montana Power Company covering 3,300 
acres of the railroad’s coal lands near Col- 
strip, Montana. The agreement seems to 
assure the utilization of vast coal deposits 
in the Rosebud field of southeastern Mon- 
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tana and the generation of low-cost elec- 
tric power in the state for many years. 

However, the transaction is subject to 
federal approval of an assignment to the 
utility company of government leases pres- 
ently held by the railroad. 

Montana Power is making plans for 
eventual utilization of the coal for gen- 
erating electric power as it expects to build 
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a new steam-electric generating plant in 
the near future. Northern Pacific said 
there are proven reserves of between 50 
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million and 60 million tons of coal in the 
lands which Montana Power will mine on 
a royalty basis under contract. 


New York 


Conjunctional Billing to End 


HE public service commission has 

handed down a decision which will 
permit Consolidated Edison to gradually 
abolish conjunctional billing over a five- 
year period. This ruling affects about 
5,000 of Consolidated Edison’s biggest 
customers. The state commission ruled 
that the present method of billing is dis- 
criminatory. 

The order means that higher electricity 
costs will be paid by landlords of an esti- 
mated 250,000 New York apartments 
which house more than one million per- 
sons. Also, the rewiring necessary to ef- 
fect the change will cost about $18 million. 

In some cases the increased costs to 
owners may run as high as 56 per cent, 
but the average rise will be from 7 to 8 
per cent. Additional costs will in many 
cases be passed along to tenants. Con- 
solidated Edison will pick up about $2.5 
million a year more revenue over the five- 
year change-over period. 


Higher Rates Approved 


HE public service commission granted 
Niagara Mohawk Power Corporation 
an annual increase in its electric service 
rates that would result in about $7.5 mil- 


lion in revenue, but pared off about $3 
million of proposed boosts that were ap- 
plicable to the Niagara frontier region and 
other western New York areas. 

System-wide increases aggregating 
about $10,461,000 had been sought by the 
company. The state commission, how- 
ever, ruled that the full amount was not 
justified by the facts. 


Sharing of Tax Benefits 


HE rate case of the Central Hudson 

Gas & Electric Corporation, in which 
the state public service commission allowed 
a $300,000 annual increase instead of the 
$1,720,000 sought by the company, for the 
first time gave practical application to the 
treatment of income tax benefits under 
liberalized depreciation provisions of the 
federal tax code as outlined in its policy 
declaration of March 30th. 

In this proceeding the 4-to-1 decision 
of the commission will have the effect of 
sharing tax benefits between the company 
and its customers. 

The commissioner who dissented from 
the majority opinion, Spencer B. Eddy, 
said the commission had departed from 
its previous method of determining income 
taxes to be allowed as operating expenses. 


Pennsylvania 


Rate Hike Allowed 
_— NaTuRAL Gas CoMPANY of 
Pittsburgh was allowed $995,815 of 
an asked-for $2,837,000 rate increase by 
the state’s public utility commission. The 
amount granted was to offset the addi- 
tional cost of wholesale gas paid for by 


Peoples. The remaining $1,841,185 of the 
increase sought, but not allowed, was for 
increased costs other than wholesale gas. 

The typical service customer will pay 
about 20 cents a month more and cus- 
tomers who use gas for home heating will 
pay about 35 cents a month extra under 
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the allowed new rates. In the event the 
commission eventually allows the entire 
$2,837,000 annual rate increase applied for 
by the company, the service customer will 
pay 48 cents more each month and heat- 
ing customers 75 cents additional. 

The commission will give consideration 


to refunds should final adjudication of the 
increase of $1,841,185—for higher costs 
other than gas—show the rates to be ex- 
cessive. About 250,000 residential nat- 
ural gas consumers in the Pittsburgh area 
of Pennsylvania will be affected by the 
higher gas rates. 


Texas 


Gas Pipeline Delayed 


a PowER CoMMIsSION lawyers 
have recommended that the Trans- 
western Pipeline Company of Houston, 
Texas, be denied the right to build a 1,809- 
mile natural gas pipeline from Texas to 
the California border. Nevertheless, the 
company is going ahead with its construc- 
tion plans. It has filed a brief with the 
FPC which challenges the reasons for the 
recommendations. 

The FPC staff claims that Transwestern 
has proposed to pay producers too much 
for their gas and, in addition, the company 
has not shown it will have adequate gas 
supplies. This information is inaccurate, 
a company spokesman protests, and main- 
tains further that not only has the com- 
pany more than adequate gas supplies 
signed up, but that the rates it will pay are 
actually just and reasonable. He pointed 
out that field prices in the Permian basin 
and the Texas-Oklahoma Panhandle will 
go up regardless of the final FPC decision. 
Total cost of the contemplated pipeline is 
estimated at $189 million. 


Gas Expansion OK’d by FPC 


a the findings of its examiner, 
the FPC ruled that the application of 
the Trunkline Gas Company of Houston, 
Texas, to expand its natural gas system by 
135 million cubic feet daily to serve Mich- 
igan companies, would be permitted. 
The FPC said its examiner erred in his 
conclusion that the project should be re- 
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jected simply because Trunkline proposed 
to utilize its increased capacity to serve 
one or two new customers of its parent, 
Panhandle Eastern Pipe Line Company of 
Kansas City, Missouri. It held that Trunk- 
line had proved the market for its gas and 
otherwise demonstrated that the project 
“is required in public convenience and ne- 
cessity.” The fact that there may bea need 
for gas in other markets, the FPC said, 
“is no justification for denying the appli- 
cation.” 

Estimated cost of the Trunkline Gas 
expansion program is $81 million. 


Files for Rate Hike 


N increase of $16.5 million in annual 
rates has been filed with the Federal 
Power Commission by Texas Eastern 
Transmission Corporation, according to 
company President Orville S. Carpenter. 
The boost represents an increase of about 
7 per cent in revenues. 

Increases in the cost of gas, taxes, and 
other higher operating expenses make the 
rate hike necessary in order to give the 
company a reasonable rate of return, Car- 
penter stated. The new rates are proposed 
to become effective July 1st. Texas East- 
ern’s last rate increase application was 
filed on May 10, 1957, and is still awaiting 
final action by the FPC. Presently Texas 
Eastern is authorized to deliver more than 
2 billion cubic feet of gas daily through 
6,118 miles of pipeline reaching from the 
Mexican border to New York city. 
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Trends and Topics 


Inadequate Return under Franchise Rates 


A RECENT decision of the Louisiana supreme court would seem to indicate 
that a public utility may waive its right to an adequate return by way of a 
franchise contract. In this case the court upheld franchise rates against a gas 
company’s contention that they had become confiscatory. The franchise con- 
tained no provision for review, regulation, or revision. The court sustained 
the city’s claim to the benefits of its bargain. (This case is reviewed in PuBLIC 
UTILITIES FoRTNIGHTLY, June 4, 1959, page 877.) 

The Arkansas supreme court affirmed a decree enjoining an electric co-opera- 
tive from increasing a rate above that specified in a franchise ordinance 
(97 PUR NS 47). The specified rate was one of the conditions of the franchise. 

The general question of contract limitations on the right to a fair return 
is discussed in Pusiic UTiLitieEs FortTNIGHTLY, July 31, 1958, page 201. 

If the utility has entered into a binding contract as to rates, their confiscatory 
character is not a defense to the claim of the city to service at the contract 
rates, the United States Supreme Court ruled some years ago (27 PUR NS 
193). 

Decisions on this question are not uniform. For example, in New York, 
where power to fix gas rates is vested in the commission, a village was not 
permitted by requirements in a franchise to take jurisdiction over rates from 
the commission. The commission indicated that a company may file rates set 
forth in a franchise, however, and such rates may become the rates to be 
charged unless and until the commission fixes other rates (16 PUR NS 283). 

Similarly, the Pennsylvania commission dismissed a complaint that rates 
had been increased, without municipal consent, over those specified in a 
franchise contract (23 PUR NS 283). Citing authorities, the commission 
held that the change of rate did not impair the obligation of contract, under 
the Constitution of the United States. 

Neither a city nor a company may, by bargaining for a franchise, establish 
rates for utility services which may be charged during the future, for that is a 
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matter strictly within the province of the commission, said the Missouri 
commission (14 PUR3d 184). The Federal Power Commission observed 
that even though a contract subsisted between a natural gas pipeline and a 
city, specifying rates for deliveries to a distributing company serving the city, 
it was not enforceable because the only legal rate was the filed rate under the 
appropriate rate schedule (16 PUR3d 186). 


Bartering Away of Police Power Argued 


In the Louisiana supreme court case, cited above, the city pointed out that 
it had undertaken the franchise agreement under its proprietary powers and 
not under its delegated authority to fix rates by compulsion. It was contended 
by the company that the fixing of irrevocable contract rates constituted a 
bartering away of the city’s delegated police power in violation of the state 
Constitution. The court sustained the city’s position. When a municipality 
fixes rates by contract, said the court, it acts in a proprietary capacity, and 
enforcement of the rates is governed by the terms of the agreement. No bartering 
away of the police power is thereby involved. 

The Connecticut supreme court of errors took another view of the matter. 
It held that a contract between a water company and a municipality for an in- 
definite period is a surrender of the police power and beyond the power of 
the state legislature itself to grant or to delegate the power to grant to a 
municipality. “A state may, within certain limitations, authorize a municipal 
corporation to establish by contract the rates to be charged by a public service 
corporation, and the effect of such a contract is to suspend, during its life, 
the governmental power of fixing and regulating rates; if, however, the con- 
tract provision fixing rates transcends these limits it must give way, because 
it conflicts with the proper exercise of police power by the state.” (65 PUR 
NS 406. ) 

Although it was reversed on jurisdictional grounds, the federal district 
court for Nebraska gave an interesting discussion of this question (11 PUR3d 
281). Whether a company is estopped from demanding a rate increase while a 
franchise is in force is governed by the law of the state, it was noted. The 
rate regulating provisions of a franchise ordinance may attain the status of a 
contract upon the acceptance and enjoyment of the franchise by its beneficiary. 
Such a contract is not repugnant to the general rule that a municipality 
clothed with the power to fix and determine rates is not authorized to abandon 
such power either by contract or by prescription of rates for the duration of a 
franchise, the court indicated. “Despite the patent disparity between the power 
to regulate gas rates and the power to contract concerning them, no reason 
would seem to exist why both functions may not reside concurrently in the 
same public body.” 
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Review of Current Cases 


Bell System’s Debt Ratio Used in Telephone Rate Case 


_ supreme court of appeals of Vir- 
ginia affirmed an order of the Vir- 
ginia commission (21 PUR3d 239) 
awarding a rate increase to the Chesapeake 
& Potomac Telephone Company. The 
commission had found a return of 6.38 
per cent to be reasonable. The court con- 
cluded that the évidence did not establish 
that such finding constituted a clear abuse 
of legislative discretion. 

Chesapeake is a member of the Bell 
Telephone system. The commission had 
adopted that system’s 35 per cent debt 
and 65 per cent equity ratio for calcu- 
lating the company’s return allowance. 
The court upheld this action. 

The operating company obtains its 
capital for replacement and enlargement 
of its plant, to meet expanding demands 
for service, from its parent company, 
which in turn obtains capital by borrow- 
ing money and by the sale of stock. For 
these reasons the witnesses in the com- 
mission proceeding considered Chesapeake 
aS a miniature Bell system in making 
their calculations and conclusions as to 
the proper cost of capital for rate-making 
purposes. The court noted that since 
equity capital must be obtained from the 
sale of stock, the rate of return must allow 
earnings sufficient to attract investors. 


Hypothetical Capital Structure 


The court acknowledged that many of 
the state commissions have held that a 
debt ratio of 35 per cent is too low to 
use as a basis for establishing the rate of 
return allowed telephone companies. On 
the other hand, it said, other commissions 
have refused to substitute a hypothetical 
capital structure for the one established 


by company management in the absence 
of evidence that admits of little argument 
that such should be done. 

The court said that courts and commis- 
sions should take a long look at the rec- 
ord before deciding that a public utility 
should owe more money than it does. 
That question, it observed, is primarily 
for the judgment and integrity of com- 
pany management. It is only when it is 
made clear by the evidence that the officers 
and directors of the company are follow- 
ing a policy which unreasonably favors 
stockholders at the expense of consumers 
that the rate-making tribunal should 
substitute a capital structure radically 
different from one fashioned by manage- 
ment. 

The court believed that the evidence 
in this case did not warrant such action. 


Allowance for Attrition 


The court held that the commission did 
not abuse its discretion by using an end- 
of-period rate base and also making an 
allowance for attrition. A specific sum of 
$466,000 had been allowed for this factor. 
This allowance increased the return by 
.23 percentage points as calculated by the 
commission staff. Without it the return 
would have been 6.15 per cent. 

The court said that there was room for 
difference of opinion on the record as to 
whether the latter rate of return would 
not have been fair and just. It did not 
believe, however, that the allowance of 
the specific sum for attrition evinced an 
abuse of legislative discretion. Further- 
more, it did not believe that use of the 
year-end rate base necessarily absorbed 
this loss in addition to its function of off- 
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setting “the lag in the return of earnings 
during the period between the time the 
money is invested and the time earnings 


are received.” City of Lynchburg et al. v. 
Chesapeake & P. Teleph. Co. of Virginia, 
107 SE2d 462. 


Filing of New Gas Producer Contract as Second 
“Tnitial” Rate Filing Properly Rejected 


= the termination of a natural gas 
producer contract which was filed as 
an initial rate schedule, a new contract 
made between the same parties for the 
same service though at a higher rate 
could not be filed as a new initial rate, the 
U. S. court of appeals held. The rate fixed 
by the new contract is a rate change sub- 
ject to the provisions of § 4 of the 
Natural Gas Act, including the provisions 
relating to the suspension of rates. 

The court affirmed a Federal Power 
Commission order rejecting such a new 
filing by Sun Oil Company which would 
raise the price of gas from 8 cents to 20 
cents per Mcf. (Thereafter, reserving the 
right to contest the commission’s order, 
Sun resubmitted the new contract as a 
rate change, whereupon it was suspended 
under § 4 of the Natural Gas Act for the 
statutory period and later made effective 
upon the filing of an undertaking to re- 
fund.) 


Mobile Does Not Apply 


Sun urged that the Mobile decision (12 
PUR3d 112) recognizes a freedom of 
contract in rate making applicable alike 
to new contracts and to renewal contracts. 
It was contended that Mobile requires a 
holding that when a contract has termi- 
nated by the law of contracts the parties 
are permitted to fix rates for continued 
service, free from § 4 regulation, in the 
same manner that might have been done 
before the passage of the Natural Gas Act. 

The court thought the doctrine of Mo- 
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bile did not apply in this case. It was 
noted that United Gas Pipe Line Co. v. 
Memphis Light, Gas & Water Div. (26 
PUR3d 314) held that § 4 procedures 
were available where rate increases were 
proposed pursuant to a “going rate” pro- 
vision in the contract. The purpose of 
Congress was carried out in framing its 
regulatory scheme, said the court, not 
only by preserving the integrity of pri- 
vate contractual arrangements for the 
supply of natural gas (subject to any 
overriding authority of the commission), 
but also by providing in § 4 for the 
earliest effectuation of contractually au- 
thorized or otherwise permissible rate 
changes consistent with appropriate re- 
view. 

Similarly, rate increases under a fa- 
vored-nation clause have been held subject 
to § 4. In Bel Oil (24 PUR3d 512) it 
was held that rate increases pursuant to 
an escalator clause of a contract predating 
the Phillips decision were rate changes 
subject to § 4 and not initial rates sub- 
ject to commission review only under § 5 
of the act. It necessarily follows, the court 
declared, that the new contract rate sought 
to be filed by Sun in the instant case is a 
rate change subject to § 4. 


No Duplicate Certificate 


Besides rejecting the new “initial” 
filing, the commission also rejected an 
application by Sun for a new certificate 
based on the new contract. Sun contended 
that since its original certificate author- 
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ized sales “as more fully described in the 
application and exhibits,” and since the 
certificate was issued under an order pro- 
viding that the certificate ‘‘shall be effec- 
tive only so long as the applicant con- 
tinues the acts or operations hereby au- 
thorized,” it must follow that the certifi- 
cate expired with the contract, with the 
result that the commission erred in re- 
jecting the application for a new certifi- 
cate. 

This contention, said the court, miscon- 
ceives the purpose and effect of the cer- 
tificate. The authorization of the certificate 
is not only for the sale of gas pursuant to 
the contract, but also pursuant and sub- 
ject to the provisions of the Natural Gas 
Act. There was no attempt to show that 
the company had intended to apply, 
originally, for a limited certificate or that 
the commission had intended to limit it. 


Commission Decision Is Reviewable 


The commission urged that its orders in 
this case were merely interlocutory. Al- 
though the court agreed that they were in 
a sense procedural and interlocutory, they 
were, nevertheless, final determinations of 
the rights of the parties, involving ques- 
tions of grave importance in the natural 
gas industry. They were reviewable under 
§ 19(b) of the act. 


Dissenting Opinion 


Judge Brown, dissenting, considered 
the original contract and the new one as 
two different contracts. The first was for 
a 10-year term, the second for a 20-year 


term. If the commission cannot compel an 
increase in quantity deliverable under a 
contract, he pointed out, it may not do so 
by enlarging the period of time during 
which such deliveries are to be made. 

The judge further observed: “Except 
for the imprimatur of this court which 
states that it is law, I do not at all think 
it follows, either normally or naturally 
or necessarily, that ‘upon the termination 
of a contract’ a ‘new contract between 
the same parties’ is a rate change. To 
reason from existing contracts to entirely 
new ones after termination is a nonsequi- 
tur flying in the face of Mobile.” 

On the matter of the commission’s 
denial of a hearing on the applications, 
Judge Brown also took issue. Section 7 (c) 
and (e) require a hearing. Whether the 
new contract was merely a continuation 
or something substantially different in- 
volved at least questions of judgment 
which should not be foreclosed peremp- 
torily by the denial of a hearing, he de- 
clared. The question whether there were 
jurisdictional facilities also required a 
hearing. 

In Judge Brown’s view the last remnant 
of the § 1(b) production and gathering 
exclusion has now been destroyed. “By 
forcing the owner of a natural resource 
to continue deliveries until the reservoir 
is exhausted, and to continue the delivery 
of gas if some piece of equipment effectu- 
ates the sale or its containment at the 
point of delivery, inevitably means that 
production is in the hands of the commis- 
sion.” Sun Oil Co. v. Federal Power 
Commission, No. 17040, April 17, 1959. 


Rehearing on Transportation of Boiler Fuel Gas Denied 


grant Transcontinental Gas Pipe Line 
Corporation authority to transport boiler 
fuel gas for the account of Consolidated 
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HE Federal Power Commission has 
denied rehearing of a recent order 
(27 PUR3d 99) in which it refused to 
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Edison Company of New York, Inc. Con- 
solidated Edison proposed to purchase gas 
in the fields and have Transco deliver it 
to the Waterside No. 2 plant in mid-town 
Manhattan. 


Policy Considerations 


In denying the requested authority, the 
commission had taken into account cer- 
tain policy considerations and found that 
the possible adverse effects upon the pub- 
lic of granting the transportation author- 
ity outweighed any benefits to be derived 
from the proposed service. 

Included among such adverse effects 
were the effect of stimulating increased 
purchases of gas in the field by distributing 
companies in substitution for the present 
types of interstate natural gas services in- 
volving purchases and resales by pipeline 
companies ; the effect of pre-empting pipe- 
line capacity which would otherwise be 
available for more widely beneficial pub- 
lic service; the effect of making it more 
difficult to meet the requirements of 
smaller purchasers in the event arrange- 
ments of this type become widespread ; and 
the effect of increasing the rates for gas, 
to the detriment of the consumer. Also 
considered was the “inferior end use” of 
the gas. 

Transco and others argued that such 
matters were beyond the scope of the pub- 
lic convenience and necessity under § 7(e) 
of the Natural Gas Act, particularly in 
view of the fact that the conventional ele- 
ments of public convenience and necessity 
(marketing, ability to finance, and gas 
supply) were satisfied. The commission 
found these objections to be without merit. 
It pointed out that the statutory standard 
encompasses many considerations besides 
the conventional minimum requirements 
that must be satisfied in every case. Pub- 
lic convenience and necessity must be in- 
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terpreted in the light of the facts of each 
case, giving it a scope consistent with the 
broad purposes of the statute. The fact 
that in most particulars the conventional 
requirements were satisfied in this case did 
not require the issuance of a certificate. 

The commission rejected a contention 
that it should not have considered the 
“end use” of the boiler fuel gas. Nor did 
consideration of the “end use” constitute 
an improper interference with state powers 
to regulate conservation. In the original 
decision, boiler fuel gas was labeled an 
“inferior use.” While this consideration 
is not controlling, it is, nevertheless, one 
factor to be weighed with all the others, 
said the commission. 

The commission adhered to its position 
that the proposed field purchases by Con- 
solidated Edison might encourage more 
direct purchases and, with additional 
buyers entering the market, drive up the 
price of gas, to the detriment of con- 
sumers. 


Air Pollution Considered 


Transco argued in favor of the trans- 
portation service on the ground that it 
would ameliorate the condition of air pol- 
lution in New York city. It was contended 
that the commission had failed to consider 
a federal statute designed to encourage re- 
search in the control of air pollution by 
local authorities. The commission indi- 
cated that it had in fact considered this 
matter but had not found it of controlling 
importance. It was concluded that the 
burning of the volumes of gas here in 
question, instead of coal, would not 
remedy the air pollution condition suffi- 
ciently to offset the disadvantages of the 
transportation service. 


Denial of Lynchburg Service 


The commission reaffirmed its denial 
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of an allocation of Transco gas to Lynch- 
burg Gas Company. 

The Lynchburg Gas’ proposal de- 
pended on a potential industrial cus- 
tomer, it was observed, and in such event 
a relatively firm commitment from the 


customer must be shown. In the absence 
of this commitment the company failed 
to carry its burden of proof. Re Trans- 
continental Gas Pipe Line Corp. et al. 
Docket Nos. G-13143 et al. March 26, 
IPS. 


State Sanctions against Interstate Carrier for “Illegal” 
Intrastate Operations Overturned 


“THE United States Supreme Court re- 
versed a decision of the Virginia su- 
preme court which upheld a state commis- 
sion order (14 PUR3d 218) imposing a 
fine upon Service Storage & Transfer 
Company for carrying shipments between 
points in Virginia via a route into West 
Virginia. The company had no intrastate 
operating authority but held a certificate 
from the Interstate Commerce Commis- 
sion which, on its face, covered the ship- 
ments in question. Notwithstanding this 
federal authority, the state commission 
had found that the route followed by the 
carrier was circuitous and artificial, used 
as a subterfuge to evade state regulation. 
The carrier admitted that some of its 
routes are circuitous but claimed this was 
because of its method of gathering less- 
than-truckload shipments and _ routing 
them through its “gateway” terminal at 
Bluefield, West Virginia, where they are 
sorted according to final destination. 
Shipments originating in Virginia and 
destined for points in Virginia are thus 
routed through Bluefield. At this terminal 
such shipments from Virginia are con- 
solidated with shipments from non-Vir- 
ginia origins for destinations in Virginia. 
Only about 3 per cent of the traffic han- 
dled through the Bluefield terminal con- 
sists of shipments destined from one 
Virginia point to another. It was uncon- 
tradicted that the company’s method of 
operation is not only practical, efficient, 


and profitable, but also a timesaver to the 
shipper. 


ICC Interpretation Necessary 


Under the Motor Carrier Act, all cer- 
tificates issued by the Interstate Commerce 
Commission shall remain in effect until 
suspended or terminated as provided in 
the act. It would be odd, the high court 
noted, if a state could take action amount- 
ing to a suspension or revocation of an 
interstate carrier’s commission-granted 
right to operate. To uphold the criminal 
fines imposed by the Virginia commission 
would be tantamount to a partial sus- 
pension of the carrier’s federal certificate. 
Even though the questioned operations 
constitute only 3 per cent of the com- 
pany’s business, that portion is entitled 
to the same protection as other operations 
conducted under the certificate. 

Interpretation of a federal certificate 
should be made in the first instance by 
the authority issuing it and upon whom 
Congress has placed the responsibility of 
action. The Interstate Commerce Commis- 
sion has long taken this position. Before 
the Virginia commission decision was an- 
nounced, the company had asked the fed- 
eral commission for a declaratory order 
interpreting its certificate. The state 
elected not to participate in this proceed- 
ing, but, after its order was issued fining 
the company, the federal commission con- 
strued the certificate as authorizing the 
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Virginia traffic routed through Bluefield. Interstate Commerce Commission by any 
, state board that a carrier has abused its 

Remedy Available to the State certificate. This provision eliminates the 

The court observed that if Virginia be- possibility of a multitude of interpretations 
lieves the carrier’s operation is not bona of the same federal certificate by different 
fide interstate, but merely a subterfuge to states and insures a uniform administra- 
escape state jurisdiction, a remedy is avail- tion of the Motor Carrier Act. Service 
able under the Motor Carrier Act. Sec- Storage & Transfer Co., Inc. v. Virginia, 


tion 204(c) authorizes a complaint to the 3 L ed 2d 717. 


& 


Optional Maximum Rates Increased 
For Hotel Telephone Service 


HE regulatory function is fulfilled by representing 261 California hotels, re- 
providing a rule and an optional quested an increase in maximum charges 
schedule of charges by which telephone for hotel guest intrastate private branch 
companies may make available to hotel exchange service. Twenty-three test hotels 
private branch exchange subscribers a were used as criteria in this proceeding. 
feasible method of recovering the costs of A 5-cent increase was proposed. 
providing telephone service for guests, the Present telephone tariffs were found to 
California commission indicated. be more than adequate to cover average 
For the commission to go further, and hotel costs of handling outgoing guest tele- 
by prescription of surcharges on incoming phone service, but not adequate to cover 
telephone calls attempt to determine the the hotel costs of handling both outgoing 
internal processes by which telephone and incoming service. Present telephone 
services, like other guest services, are pro- utility schedules for hotel private branch 
vided and charged for, would constitute exchange service were, therefore, modi- 
an unwarranted encroachment in the field fied to permit optional application of 
of hotel managerial competence and dis- charges or surcharges up to a new level 
cretion. which would give effect to an increase of 
The commission was of the opinion that, 3 cents for local calls and an increase not 
even though hotels incur costs in render- to exceed 2 cents in each of the existing 
ing guest telephone service, it is imprac- graduated surcharges on intrastate toll 
ticable, as a matter of guest relations, for messages and multimessage unit messages. 
hotels to place a specific charge on incom- California State Hotel Asso., Ltd. v. Cali- 
ing guest calls. fornia Interstate Teleph. Co. et al. De- 


Because of rising costs of operation, the cision No. 58085, Case No. 6085, March 
California State Hotel Association, Ltd., 2, 1959. 


3 
Contract Dividing Territory between Utility and 
Co-op against Public Policy 


. [ ‘HE U. S. court of appeals held that a and an electric co-operative, dividing and 
contract between an electric company setting apart the territory each was to 
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serve, and agreeing that neither would 
solicit the customers of the other, was 
void as against public policy. Parties en- 
gaged in performing a duty or rendering 
a service which is public in nature, said the 
court, cannot disable themselves by con- 
tract from performing such duties. Fur- 
ther, it is not necessary to establish that 
the contract has proved detrimental to the 
public. 

If legal sanction is given to such an 
agreement, the court went on to say, con- 
sumers of electricity in the area which the 
competing companies have divided with- 


PROGRESS OF REGULATION 


3 





out pretense of authority from the proper 
regulatory body would be completely and 
effectively deprived of the right to service 
from the utility which is legally em- 
powered to render such service. Such a 
contract adversely affects the public in- 
terest and, apart from the fact that such 
contracts are denied specific enforcement, 
cannot support an action and judgment for 
damages brought by the co-operative al- 
leging that the company has invaded the 
area reserved to it under the contract. 
Montana-Dakota Utilities Co. v. Williams 
Electric Co-op., Inc. 263 F2d 431. 


Railroad’s Failure to Furnish Requested Information 
Raises Presumption of Profit 


HE New York commission, denying a 

railroad’s petition for authority to 
discontinue operation of certain passenger 
trains between two points, commented on 
the railroad’s failure to furnish informa- 
tion, requested by the hearing examiner, 
pertaining to revenues from its freight 
service. Although the evidence was not re- 
quired, said the commission, the failure 
to furnish raised the presumption that the 
service was profitable and that the detailed 
figures would have weakened rather than 
strengthened the company’s case. 

The fact that freight service on a par- 
ticular line may be profitable and that as 
a result the overall operations (including 
passenger ) may likewise be profitable may 
not, in every case, require the continuance 
of unprofitable passenger service, the com- 
mission commented. 

However, the uncontradicted evidence 
was that adequate passenger service was 
of the utmost importance in conducting 
the industrial enterprise of the companies 
furnishing the freight revenues. In the ab- 
sence of contrary testimony, the court as- 


sumed that passenger services and freight 
services should be considered as a unit in 
determining whether or not essential pas- 
senger operations produced an undue bur- 
den. 

Despite the desirability of continuance 
of minimal passenger service, said the 
commission, any burden upon interstate 
commerce is a consideration that would 
arise on any review of this decision before 
the Interstate Commerce Commission. 
Taken by itself, any loss on passenger 
service may constitute such a burden. 

In this case, with the finding that pas- 
senger service was essential to the indus- 
tries furnishing the freight, coupled with 
the company’s failure of proof on the sub- 
ject, the eventual loss of freight revenues 
by reason of the failure to furnish essen- 
tial passenger service could be deemed to 
constitute a far greater burden on inter- 
state commerce than the loss, if any, which 
might result from the passenger service 
that the commission had deemed essential. 
Re New York C. R. Co. Case No. 19415, 
April 28, 1959. 
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Railroad Criticized for Disposing of Essential] Equipment 


HE Connecticut commission denied a 

railroad’s application for permission 
to sell a parcel of real estate which had 
been used by the railroad as a storage yard. 
The essential public need, held the com- 
mission, clearly outweighed the reduction 
in operating cost claimed by the railroad. 
The sum of $50,000 the railroad would re- 
ceive was considered wholly dispropor- 
tionate to the resulting impairment of eff- 
cient rail passenger service. 

The railroad had removed essential fa- 
cilities at the storage yard, without prior 
commission approval, before seeking ap- 
proval of the proposed sale. The commis- 
sion noted that complete breakdowns of 
scheduled service and many delays had 
resulted following accidents on the par- 
ticular line, because storage of commuter 
cars in another yard had filled that yard 
to maximum capacity. Empty cars occupy- 
ing main-line tracks while awaiting as- 
signment to storage tracks had caused 
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bottlenecks. Because of congested condi- 
tions resulting from maximum usage of all 
available storage facilities at the other 
yard, difficulties had occurred in the in- 
spection, cleaning, and make-up of trains. 

The acceptance of a franchise by a util- 
ity, authorizing the fulfillment of an es- 
sential public need, said the commission, 
carries the corresponding obligation to 
take all steps necessary to insure that an 
essential service is not withdrawn without 
prior commission authority. The railroad 
had rendered inoperable an essential por- 
tion of its plant which was necessary and 
useful in the performance of its public 
duty, in direct contravention of statutory 
mandate. Therefore, the railroad was 
ordered to restore the storage facilities 
formerly maintained at the location, and 
to submit a time schedule for such restora- 
tion to the commission within thirty days 
of the order. Re New York, N. H. & H. 
R. Co. Docket No. 9744, April 30, 1959. 


Strict Construction of Certificate Upheld 


HE Utah supreme court declined to 

sustain a motor carrier’s contention 
that its restricted certificate should be 
liberally construed to permit a general 
transportation service in the state. 

The carrier’s certificate, issued many 
years ago, authorizes the transportation of 
commodities which by reason of their size, 
shape, weight, origin, or destination, re- 
quire equipment or service of a character 
not regularly furnished by common car- 
riers. It was urged that this language au- 
thorizes carrier service for general com- 
modities into all areas of the state as such 
service becomes necessary, so long as no 
carrier service existed at the time of the 
issuance of the certificate. 

The commission, denying this broad 
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claim, took the position that as areas of 
the state develop, it will consider the pub- 
lic convenience and necessity for regular 
carrier service and will authorize it as it 
becomes justified. 

The court thought the carrier’s claim 
was unrealistic because, under its theory, 
it would have carte blanche to keep ex- 
panding its common carrier service into 
new areas of the state as they develop. It 
would be inconsistent with the historical 
pattern of handling carrier authority, over 
which the commission has the prerogative 
and the responsibility to maintain super- 
vision and control, and to authorize the 
initiation of new services as the public 
convenience and necessity warrant. To ful- 
fill this function, said the court, it is im- 
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perative that the authority of such car- 
riers conform to limitations set forth in 
their certificates. The existence of the 
nebulous, ever-expanding type of author- 
ity claimed by this carrier would be 
inimical to that objective. 

Significantly at odds with the carrier’s 
pretension to broad authority is the fact 


that it has for many years conformed its 
operations to the commission’s interpreta- 
tion and has on occasion acquiesced in it by 
seeking certain hauling authority which 
would not be needed if its contention in 
this proceeding were correct. Salt Lake 
Transfer Co. et al. v. Barton Truck Line, 
Inc. et al. 335 P2d 829. 


Transit Privilege Requires Compliance with Rules 


Beas U. S. court of appeals, affirming 
a lower court judgment, ruled that a 
shipper who failed to comply with rules 
and regulations relating to rail transit rate 
benefits, by failing to disclose the point of 
origin of his shipments, could not claim 
the benefit of the transit or single-factor 
rate. 

Goods were shipped to a processing 
point and thence to their final destination. 
The shipper claimed a transit rate which 
would afford a saving over the combined 
cost of two separate shipments. However, 
in view of a loss of business to customers 
who learned of his source of supply from 
the bill of lading and then purchased di- 
rectly, the shipper discontinued the prac- 
tice of indicating the point of origin. This 
information was required under the rules 
and regulations governing the transit rate. 
He paid the local rates to and from the 
processing point and then obtained re- 
funds for the difference between the sum 
of the two local charges and the transit 


rate. Growing apprehensive of the legal- 
ity of such refunds, the railroad company 
later sued to recover them. Judgment was 
awarded the railroad. 

While there was no literal compliance 
with the transit rate rules and regulations, 
the shipper argued that there was a sub- 
stantial compliance which was sufficient. 
The court observed, however, that the 
tariff specifically required the listing of the 
point of origin. Anything short of com- 
pliance with this requirement was not the 
required compliance. 

Although the shipper may have lost cus- 
tomers by complying with the tariff re- 
quirement, this situation did not permit the 
carrier to allow a single shipper to gain the 
benefits of the tariff by entering into a 
modification agreement. It was noted that 
the Interstate Commerce Commission, in 
another proceeding, held that the point-of- 
origin disclosure requirement must be 
strictly observed. Corneli Seed Co. v. 
Union Pacific R. Co. 263 F2d 127. 


Amortization of Losses under Old Rates and on 
Obsolete Plant Disallowed 


HE Mississippi supreme court has 
held that losses sustained by a tele- 
phone company because of regulatory lag 
may not be taken into account in fixing 
rates to be charged in the future. The com- 
pany had sought to recover, out of op- 


erating expenses, past losses incurred be- 
tween the filing of the first petition for 
an increase in rates and the date it put 
into effect increased rates under a refund- 
ing bond. It proposed to amortize the 
amount over a 10-year period. 
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The commission had disallowed the 
amortization, but had been overruled by 
the trial court, which reasoned that the 
commission should have a_ reasonable 
time to consider applications for a rate 
increase, but that six months was an ade- 
quate period following the filing of the 
first application for the increase. The 
court had allowed past losses subsequent 
to the six-month period, but the appellate 
court reversed on this point. 

The supreme court, citing “Rate of 
Return,” by Ellsworth Nichols (1955), 
pages 420-425, noted that the accepted 
rule is that a public utility may not insist, 
as a matter of constitutional right, that 
past losses be made up by rates to be 
applied in the present and future. Com- 
pelling a utility company to operate at a 
loss amounts to confiscation ; but whether, 
after the confiscation of income has taken 
place, the constitutional inhibition goes so 
far as to guarantee the company the right 
to make up such losses at the expense of 
present ratepayers is a different question. 
Years ago, it was said that a present re- 
turn that is nonconfiscatory cannot be held 
confiscatory on the theory that it is insuffi- 
cient to enable the company, in addition, 
to recoup early losses. 


Amortization of Obsolete Equipment 


The company had installed a common 
battery system in 1948, with a switch- 
board and operators. It had abandoned 
that plant in early 1954 when it installed 
a modern dial system. The company 
sought to amortize out of operating ex- 
penses the loss on the abandoned tele- 
phone plant over a period of five years. 
The commission had disallowed the item, 
and the court affirmed the commission’s 
finding in this respect. 

Although a utility is entitled to an 
allowance for consumption of capital, the 
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court said, it is not entitled to an allow- 
ance for extraordinary obsolescence, or 
extensive supersessions of property or 
equipment. The theory is that future users 
of services should not be charged with 
losses which the company incurs by 
changing its type of service. 

The inability of accountants to agree 
among themselves on the proper treat- 
ment of extraordinary obsolescence, con- 
tinued the court, entirely aside from the 
important, partly legislative question as to 
whether the loss should be placed on in- 
vestors or consumers, emphasizes the rea- 
son why the commission is vested with 
considerable authority to establish a sys- 
tem of accounts to be kept by utilities, and 
with the power to require utilities to carry 
a reasonable or adequate depreciation ac- 
count. The commission could properly 
consider that some obsolescence cost 
usually is anticipated in the general de- 
preciation account. Since the commission 
had disallowed the extraordinary obso- 
lescence charge to operating expenses, the 
court was unable to say that there was not 
substantial evidence to support the com- 
mission’s decision, which involved legis- 
lative as well as quasi-judicial findings. 


Officers’ Salaries 


The commission was reversed on the 
question of officers’ salaries. The court 
found that there was no evidence of fraud, 
inefficiency, or mismanagement to warrant 
the commission’s action in reducing the 
officers’ salaries as excessive. 

Where officers’ salaries are fixed by 
themselves and by stockholders and mem- 
bers of the board of directors, the commis- 
sion should carefully scrutinize the 
compensation paid them. The fact that the 
company has been losing money in recent 
years would also be relevant, although at 
least some of the company’s losses are 
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attributable to delay by the commission in 
raising rates. However, it was decided 
that the above factors were not controlling 
in the instant case, because of the lack of 


€ 


substantial evidence to warrant a finding 
that the salaries were excessive. Missis- 
sippi Pub. Service Commission v. Home 
Teleph. Co., Inc. 110 So2d 618. 


Method of Developing Fuel Adjustment Clause 


HE Florida commission, investigating 
an electric company’s proposed fuel 
adjustment clause, commented that an 
equitable and realistic clause must give 
proper consideration to both generating 
efficiency and line losses, as well as the 
actual cost of the fuel. It should be con- 
structed and applied so as to reimburse the 
utility for any increases in the cost of 
fuel as related to generation, and should 
also operate so as to pass on to the cus- 
tomer any savings realized by the utility 
from decreased cost of fuel. A fuel adjust- 
ment clause which contemplates nothing 
more than the changing market price of 
fuel is not realistic and does not give the 
customer the full benefit of improved op- 
erating techniques and increased efficiency. 
The commission then went on to out- 
line the steps that should be followed in 
making a realistic fuel adjustment. First, 
the heat rate should be calculated for all 
generating units; that is, the number of 
Btu’s required to generate one kilowatt- 
hour of electric energy. This reflects gen- 
erating efficiency. As newer and more 
efficient generating units are put into op- 
eration, fewer Btu’s per kilowatt-hour of 
generation will be required, which, in sub- 
stance, means that the utility is getting 
more generation per unit of fuel. 
Second, the number of kilowatt-hours 
ultimately delivered to the consumer 
should be compared with the number of 
kilowatt-hours delivered to the transmis- 
sion and distribution lines. This step dis- 
closes line losses, and the resulting per- 
centage is the ratio the amount ultimately 


957 


delivered to the customer bears to the 
amount initially delivered to the lines. 

Third, the heat rate should then be 
divided by the efficiency ratio. This step 
will show the number of Btu’s required to 
generate one kilowatt-hour of electricity 
and deliver one kilowatt-hour to the cus- 
tomer. 

Fourth, the number cf kilowatt-hours 
that would be delivered from one million 
Btu content of fuel is determined. 

Fifth, the next step shows current 
price of one million Btu’s and when that 
amount is divided by the number of kilo- 
watt-hours delivered per one million 
Btu’s, the current cost per kilowatt-hour 
is determined. 

Sixth, the index or base price used in 
the adjustment formula is set forth. This 
index or base price remains constant at 
all times and will not be changed unless, 
and until, further revision of the adjust- 
ment process is authorized by the com- 
mission. 

Seventh, the difference between the 
current cost of fuel per kilowatt-hour and 
the index or base price per kilowatt-hour 
is represented. This is to be recovered by 


the utility, if an increase, or passed on to 


the customer, if it represents a decrease. 

Eighth, the recovery of the taxes that 
may be based on gross revenues is pro- 
vided for. Any increases in fuel costs over 
the index price are billed to the consumer 
and are a part of the utility’s gross re- 
ceipts. 

The state’s 14 per cent gross re- 
ceipts utility tax must be deducted from 
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this, as well as any franchise taxes that 
may be based on gross receipts. 

Therefore, in order for the utility to 
recover the difference between the cur- 
rent cost of fuel and the index or base 
price, it must also recover the gross re- 
ceipts tax and any franchise taxes that 
may be based on gross receipts. The 
state’s gross receipts utility tax remains 
constant at 14 per cent; however, fran- 
chise taxes vary and in some instances ad 
valorem and other taxes are deducted 
from the franchise tax. 

In order to get a reliable measure of 
the tax that should be added to the fuel 
adjustment, state’s gross receipts tax and 
the net franchise taxes for the previous 
year should be calculated and the per- 
centage of the total of these taxes to the 
total gross receipts should be determined. 


Then, to determine what should be added 
to the fuel adjustment per kilowatt-hour, 
a multiplier is found by dividing 100 per 
cent by 100 per cent minus the per cent 
the tax bears to the gross receipts. 

Then the charge to the customer is de- 
termined by multiplying the fuel adjust- 
ment per kilowatt-hour by the multiplier. 
The commission contemplated that the 
multiplier for the tax recovery would re- 
main constant for the year. At the end of 
each calendar year a new multiplier would 
be calculated for the ensuing year. The 
fuel adjustment, on the other hand, would 
be calculated each month and the utility 
would furnish the commission with a 
copy of each monthly calculation. Re 
Florida Power & Light Co. Docket No. 
5098-EU, Order No. 2515-A, April 24, 
1959. 





Other Recent Rulings 


commission may not authorize a transfer 
of utility property unless it affirmatively 
finds it to be in the public interest. Re 
Kansas City Power & Light Co. Case No. 
14,151, March 26, 1959. 


Territory Consolidation. The Illinois 
commission authorized a telephone com- 
pany, whose exchange service areas sur- 
rounded a small territory inadequately 
served by a small mutual company, to 
take over such territory and provide dial 
service, in keeping with an agreement with 
the mutual company whereby the appli- 
cant would pay for the removal of obso- 
lete equipment and the mutual company 
would discontinue service. Re Mississippi 
Valley Teleph. Co. No. 45628, March 17, 
1959. 


Sale of Utility Property. In authoriz- 
ing an electric company to sell certain of 
its properties, the Missouri commission 
referred to a state supreme court ruling 
which held that a utility should be allowed 
to sell its property unless the sale would 
be detrimental to the public interest and 
which also rejected a contention that the 
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Jurisdiction over Refund. The fact that 
a natural gas company obtained a Federal 
Power Commission certificate in 1956 
does not preclude state commission juris- 
diction with respect to the ordering of 
refunds for a period prior to 1956, the 
Colorado commission held. Re Plateau 
Nat. Gas Co. Application Nos. 13247 et 
al. Decision No. 51993, April 1, 1959. 


Certificate Application Delayed. Fol- 
lowing a recent order of the Colorado com- 
mission directing Colorado Interstate Gas 
Company to apply for a state certificate to 
sell gas to industrial consumers in Col- 
orado, the commission granted an exten- 
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sion of time for the filing of the applica- 
tion in view of the company’s involvement 
im a substantial expansion and financing 
program; but no extension was allowed 
with respect to the rendering of service 
or the filing of rates. Re Colorado Inter- 
state Gas Co. Case No. 5075, Decision 
No. 52055, April 9, 1959. 


Telephone Rate of Return. In author- 
izing increased rates for a small telephone 
company, the Wisconsin commission al- 
lowed a rate of return of 6.5 per cent based 
on a net investment rate base. Re Cum- 
berland Teleph. Co. 2-U-5123, March 19, 
1959. 


Telephone Exchange Area. The Ohio 
commission held that the mere fact that 
an area is within the area delineated by one 
telephone company’s exchange boundary 
map does not make such area the “operat- 
ing area” of that company when, in fact, 
it has no physical facilities there and an- 
other company has constructed facilities 
in such area and is actually serving sub- 
scribers there. Re General Teleph. Co. of 
Ohio et al. Case No. 28,117, April 13, 
1959. 


Revenue Bond Refunding. The New 
Mexico commission held that a lapse of 
eight years between issuance of refunding 
bonds and the retirement of bonds refund- 
ed did not constitute a bar to approval 
where the proceeds of the refunding issue 
were to be used to purchase U. S. obliga- 
tions at a discount, which would be put 
in escrow and would earn interest in a suf- 
ficient amount to pay off the interest and 
principal of the old bonds. Re Town of 
Gallup, Case No. 532, April 21, 1959. 


Gas Case Remand for Evidence. A fed- 
eral appeals court remanded a gas pro- 
ducer case based chiefly on field price 


evidence, in order to give the producer 
an opportunity to offer additional evi- 
dence, even though no motion had been 
made to present such additional evidence 
until oral argument on appeal. Sears et al. 
v. Federal Power Commission, 263 F2d 
626. 


Administrative Question. The U. S. 
court of appeals held that a trial court 
could not adjudicate the question whether 
a railroad should be ousted from a street, 
under a forfeiture provision of an ordi- 
nance granting the railroad a right of way 
in the center of the street, until the ques- 
tion of whether abandonment or discon- 
tinuance of a portion of the railroad’s line 
of operation in interstate commerce had 
been referred to and decided by the Inter- 
state Commerce Commission. City of 
Des Moines v. Chicago & N. W. R. Co. 
264 F2d 454. 


No Primary Administrative Jurisdic- 
tion. In an antitrust suit by a motor car- 
rier against railroads for alleged injury 
resulting from a conspiracy in restraint 
of trade, the court, rejecting a claim of 
primary administrative jurisdiction, re- 
fused to delay proceedings in order first 
to obtain a ruling by the Interstate Com- 
merce Commission as to whether the rail 
rate reductions complained of were exempt 
from the operation of the antitrust laws. 
Riss & Co., Inc. v. Association of Ameri- 
can Railroads et al. 170 F Supp 354. 


Approval of Stock Purchase. A federal 
district court ruled that a contingent com- 
mitment by a railroad to purchase its own 
preferred shares held by a group of bank- 
ers does not constitute an issuance of se- 
curities and is, therefore, not within the 
Interstate Commerce Commission’s ap- 
proval power under § 20a of the Interstate 
Commerce Act relating to the issuance of 
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stock or indebtedness. United States v. 
New York, N. H. & H. R. Co. et al. 170 
F Supp 562 


Reliance on Judgment. The Nebraska 
supreme court held that a party was not 
in contempt of the commission or the 
court when it acted upon a judgment 
rendered on an appeal from a commission 
order, which reversed the commission’s 
action and made a previous commission 
order effective, since the judgment was a 
bona fide one upon which the successful 
party had a right to rely and act. Save 
the Trains Asso. v. Chicago & N. W. R. 
Co. 95 NW2d 334. 


Trailer Towing Certificate. The Ne- 
braska supreme court held that the com- 
mission had authority to grant to a body 
repair shop owner a certificate authorizing 
trailer towing service, and that the courts 
could not interfere with the commission’s 
action unless it was shown to be arbitrary. 
Re Walker (Modern Body Shop) 95 
NW2d 564. 


Mixed Train Service. The North 
Dakota supreme court held that the statu- 
tory requirement that railroads operating 
lines within the state maintain a minimum 
of daily, except Sunday, mixed train 
service on all lines was not applicable to 
branch lines. Northern P. R. Co. vw. 
Anderson 95 NW2d 582. 


Offal Transportation. The Pennsylvania 
superior court held that the commission 
had not erred in issuing a permit to a 
‘contract carrier authorizing the transpor- 
tation of packing house offal, despite pro- 
tests of certificated common carriers, 
where the applicant owned specially de- 
signed equipment to handle the product, 


which required a specialized service and 
which the existing carriers were not pre- 
pared to offer. Coastal Tank Lines, Inc. 
et al. v. Pennsylvania Pub. Utility Com- 
mission, 149 A2d 581. 


Return Route Part of Operation. The 
Louisiana commission ruled that the re- 
turn of a carrier’s empty trucks after 
making deliveries authorized by a certifi- 
cate is an integral part of the authorized 
operation, and that the particular route of 
return is, therefore, governed by the terms 
of the certificate. Guillory (Ozone Motor 
Line) v. George W. Garig Transfer, Inc. 
Docket No. 7798, Order No. 7766, March 
5, I95?. 


Second Reconsideration Denied. The 
Federal Power Commission denied an 
application for reconsideration of an order 
issued upon an application for reconsidera- 
tion, in the absence of any showing why 
such a procedure should be adopted, 
noting that neither the Natural Gas Act 
nor the commission’s rules provide for 
reconsideration of a reconsideration order. 
Re Trunkline Gas Co. et al. Docket Nos. 
G-15394 et al. March 26, 1959. 


Executives’ Salaries. The Connecticut 
commission, in a taxicab rate proceeding, 
did not provide specific amounts for 
salaries of officers or accept the company’s 
claimed figures, but, since the amounts 
claimed by the company seemed to repre- 
sent profits from the operation of the busi- 
ness as well as salaries for services ren- 
dered, it authorized a schedule of fares 
which it felt would allow the company an 
operating income sufficient to pay reason- 
able amounts for the services rendered. 
Re Meriden Yellow Cab Co., Inc. Docket 
No. 9759, May 8, 1959. 
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Parolina Power Expects to Spend 
$125 Million on New 
Facilities by '64 
‘“AKOLINA Power & Light Com- 
an) expects to spend about $125 mil- 
on jor new facilities over the next 
ve years, according to Louis V. Sut- 
bn, president and chairman. 
Capital spending this year, he said, 
ill total around $30,000,000, up from 
20,000,000 in 1958. 


New Bus Stack Switchboard 


KN improved method of  bussing 
witchboards has just been announced 
y Square D, one of the country’s 
ading manufacturers of electrical 
istribution and control equipment. 

According to the company, in the 
ew Square D Bus Stack design, 
ussing is stacked vertically, rather 
han. cross-bussed, and moved back 
nd completely out of the wiring area ; 
nobstructed working space is thus 
rovided and wiring time is reduced. 
1 optional location of the cross- 
at is possible and the need for bussed 
ser sections to transfer cross-bussing 
}a ‘op or bottom location is, in most 
sse:, eliminated. [n addition, the in- 
reased depth of 20”, front-to-back, 
sstves greater air circulation, while 
he | 1166” panel area provides maxi- 
lun usable space. The need to 
Weeve” cables between bus bars- 

(pessive in wire and time—is over- 
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C« shrane Brochure Describes 
C-B System of Condensate 
Control 
>» OCHURE is available deserib- 
g ne C-B System of Condensate 
mt >! and explaining how the “‘Jet 
ct.” principle is employed. Also 
ames of 156 nationally known 
merns in twenty-one different in- 
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for increased productions, lower steam 
cost, improved product quality and 
improved plant efficiency. 

This brochure (Publication 6001- 
B) with a “case history” of an instal- 
lation in your industry is available on 
request to Cochrane Corporation — 
17th Street below Allegheny Avenue 

Philadelphia 32, Pa. 


Southern Company System 
Plans $514,000,000 Program 


CAPITAL expenditures for South- 
ern Co. subsidiaries for the period 
1959 through 1961 will approximate 
$514 million, Harllee Branch, Jr., 
president, stated. 

The $514 million, three-year pro- 
gram compares with approximately 
$925 million in gross plant additions 
during the 1949 through 1958 period, 
Mr. Branch reported. 


Westinghouse Executive Cites 
Three Ways for Electrical 
Industry to Promote Use 
Of Electric Power 


GROUPS that constitute the electrical 
industry in major markets throughout 
the country can do three things to 
make sure that electric power con- 
tributes the maximum to the indus- 
trial and commercial expansion that 
lies ahead and in raising living stand- 
ards, according to a Westinghouse 
Electric Corporation executive. 

Chris J. Witting, vice president and 
general manager of the firm’s con- 
sumer products group, outlined the 
three points in a talk recently before 
the Nebraska-Iowa Electrical Council 
in Omaha, Nebr. 

1. Provide local leadership and con- 
tribute to the inspired thinking that’s 
required to build and rebuild our cities 
and home towns to meet the demands 
of modern life. Also, serve as rally- 
ing points for groups that require 
knowledgeable aid in getting worth 
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while projects off the ground. 

2. Develop the skill or the art of 
“teaming up” to make sure that this 
industry's best counsel and advice get 
through to people who need the help 
of electric power to make their dreams, 
plans, and hopes come true, regard- 
less of where in the industry it’s nec- 
essary to reach for support. 

3. Keep up-to-date on the many pro- 
motional programs being offered vari- 
ous segments of the industry at vari- 
ous times. Make sure that they are 
backstopped effectively ; that full ben- 
efit is realized regionally of the money 
spent nationally. 

“There’s never been a time in the 
industry’s history when its leaders 
have given so much of themselves 
and their substance—in thought, plan- 
ning, and financial expenditure — to 
the end that electricity makes its full 
contribution to national life,” Mr. 
Witting told the group, which was 
made up of utility executives, electrical 
contractors, homebuilders, architects, 
and appliance dealers. 

“Throughout the country,” he con- 
tinued, “from the Edison Electric In- 
stitute to the National Association of 
Ilectrical Contractors, one group after 
another has developed practical, effec- 
tive programs that should be utilized 
to the uttermost.” 

Detailing in specific terms how 
these programs could be utilized to 
help users of electrical energy, he con- 
tinued : 

“You can show industrialists, first, 
their need for automation as a means 
of controlling costs, and second, ways 
and means to modernize their facili- 
ties for greater efficiency and profits. 
You can help them evaluate their pres- 
ent use of electricity, insure that it is 
doing the best possible job for them.” 

Turning to the commercial aspects 
of the industry, Mr. Witting called 
attention to programs which will ex- 
pedite electrical modernization of the 


(Continued on page 20) 
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commercial markets. “With it,” he 
said, “a utility commercial salesman, 
an electrical contractor, an architect or 
consulting engineer and a manufac- 
turer’s salesman can ‘team up’ to sell 
an owner or business manager the eco- 
nomics of modernization.” 

In the residential field, Mr. Witting 
cited three industry wide, national 
programs to promote electrical living: 
the new Edison Electric Institute pro- 
gram, the Live Better Electrically pro- 
gram for home modernization and the 
Westinghouse “Total Electric Home” 
project. 


Redesigned Line of Jaques 
Machines Announced 


SUCCESSFUL completion of rigid, 
on-the-job tests of a completely re-en- 
gineered line of Jaques Hydraulic 
Earth Augers has been announced by 
Ben D. Blackburn, newly appointed 
executive vice president of Texoma 
Enterprises, Inc., Sherman, Texas. 
Mr. Blackburn reports that his com- 
pany, now manufacturing the radi- 
cally redesigned Jaques hole drilling 
machines under an entirely new own- 
ership, in its new Sherman plant, has 
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already filled orders from the U, 
Army and Navy. The Navy recen 
purchased 29 of the machines, he d 
closed. 

The dual-purpose Jaques tools q 
used principally in drilling pole ho 
for telephone and telegraph and f 
transmission and distribution in 
electrical industry. An optional Jaq 
accessory that sets poles when ho 
are drilled is readily attachable 0 ¢ 
machines. The hole diggers ar> al 
in wide use by state highway dpa 
ments, utility and oil companie:, a 
general construction. 


A new, illustrated brochure cc itaifec 


ing detailed Jaques specifications 
available on request to the Shi rm 
Texas plant, or through the prey iou: 
mentioned Jaques’ representati 


es. 


Water Treating Equipment Guic 


A 24-PAGE booklet (No. 615) pa.? 


senting the latest developments 
water treating equipment has been q 
leased by Elgin Softener Corporati 
136 No. Grove Avenue, Elgin, Ilinc 
The newest in manual and automa 
zeolite water softeners, deminer: 
izers and deionizers, dealkalizers, i 
exchangers, filters, purifiers, aerate 
and degasitors are described. Al 
covered are spray and tray type 
aerating heaters and water treati 
chemicals for every need. 


Federal Pacific Develops 
Improved Insulation for 
Metal-Clad Switchgear 


FEDERAL Pacific Electric Compa 


has announced development of ani 
proved material for use in fabricati 


THE 1 
roces: 
new, 5 
emins 
and (¢ 
Of { 
Wwemen 
ministr 
lescrib 
arious 
he sys 
Now 
he Ce 
ents fe 


bus bar insulation, bus supports aff 
phase barriers in 5 and 15 kv met@ 


clad switchgear. 

Designated ‘“Polestiglas,” the 
insulating material is essentially a ¢4 
or molded glass-reinforced polyest 
which combines superior qualitie: 
resistance to tracking and flame, 


dielectric and impact strength end @, 


tremely low power factor, mo": 
absorbency and corona loss lev 
A further user advantage +e 
from the method of applying the 
terial to bus. Integral casting 
matically assures a constant th: 
of insulation and eliminates th 
for manual wrapping of ben: 
offsets—a non uniform process ‘yh! 
sometimes results in undetected v 
with consequent moisture abs: 
and corona failure. 
“Polestiglas” was developed t 
the particular problems of utili'y 


PUBLIC UTILITIES FORTNIGHTLY—JUN&: |8, | 





915 
ments 
; been 
‘porati 
1, lilino 
1utoma 


type 


INDUSTRIAL PROGRESS—(Continued ) 


: trial customers with equipment 
ih humidity and contaminated air 
“ons, according to R. B. Goody, 
vurge of materials research at Fed- 
Pacific. He cited the Gulf Coast 
i mas an area particularly “tough” 
s vitchgear insulation of the stand- 
yhenolic laminate type. 
1e new insulation is the result of 
al years development work by 
ral Pacific engineering teams un- 
he direction of Goody and W. R. 
1 of the company’s Scranton, Pa., 
hgear plant. These groups have 
developed the manufacturing 
iiques and machinery necessary to 
uce switchgear components from 
‘asic material. 

‘hough current applications are 
nly for 5 and 15 kv metal-clad switch- 
ar, the company plans to extend ap- 
ication of related polyester insulat- 

materials to other segments of its 
listribution and control apparatus 
Ine. 


R-R Manual Describes 
Univac 1105 


HE large-scale Univac 1105 Data- 


Processing System is described in a 


wew, 55-page manual published by 
emington Rand Division of Sperry 
and Corporation. 

Of particular interest to top man- 
gement personnel, educators, and ad- 
ninistrators, this illustrated manual 
lescribes and explains in detail the 
arious components and features of 
he system. 


i Now being used by the Bureau of 


he Census, the Univac 1105 repre- 


“ments for the first time the successful 


ombining of the qualities necessary 
or both a scientific computing system 
ind a business or data-processing 


lomputer. 


A computing system utilized for 
‘lem solution, or scientific appli- 
ati-ns, demands high internal speed, 
‘ramming versatility, at least one 
ile precision accumulator, the abil- 
vy io scale numbers automatically, 
| a high degree of accuracy, relia- 
liv, and economy. 
£ device used for business or data 
) °ssing applications needs large in- 
al storage capacity, flexible periph- 
equipment, rapid input-output 
ities, random access storage, the 


bil ty to employ and modify stores 


‘rams, and again a high degree of 
‘racy, reliability, and economy. 

he Univae 1105 contains all the 

tures demanded by both types. It 

general purpose system, capable 

f adaptation to the needs of large 

ind small business and industry, gov- 


ernment, and universities and colleges. 

Among its features are high internal 
operating speeds, flexible and efficient 
input-output facilities, programming 
and operating versatility, large inter- 
nal random access storage, a double 
precision accumulator, automatic num- 
ber scaling facilities, and fixed and 
floating point arithmetic. Of special 
importance are the new input-output 
memory buffers that facilitate and ex- 
tend the ability simultaneously to com- 
pute, read information from magnetic 
tape, and write information out on 
magnetic tape. 

3usiness uses range from data re- 
duction to data processing and analy- 
sis. In scientific fields, applications 
range from problem solving to simu- 
lation of equipment and processes. In 
synchronized automation, its uses in- 
clude real-time operation of plants, 
calculations of control settings, and 
equipment and processes supervision. 

Copies of this manual are available 
to administrators and other top man- 
agement personnel in business, gov- 
ernment and educational fields by con- 
tacting any Remington Rand branch 
office, or by writing to the company 
at 315 Fourth avenue, New York 10, 
N. Y. and requesting U1661. 


Construction Forces on Virginia 
Elec. & Pwr. Project Win 
Stone & Webster Engineering 
Annual Safety Award 


CONSTRUCTION forces of Stone 
& Webster Engineering Corporation 
working on the building of the York- 
town power station for Virginia Elec- 
tric and Power Company, at York- 
town, Va., have been cited for their 
safety record during 1958. 

T. C. Williams, president of Stone 
& Webster Engineering, has an- 
nounced the award of the William N. 
Patten Trophy to personnel working 
on the Yorktown project, under direc- 
tion of W. E. Rhodes, superintendent 
of construction. 

The trophy is awarded annually to 
construction forces on the Stone & 
Webster project achieving the best 
record in terms of reducing frequency 
of accidents and amount of time lost. 
At the Yorktown project, where a total 
of 750,876 man-hours were worked 
during 1958, the frequency rate was 
4.0 according to the scoring tabula- 
tion. The general frequency rate for 
all Stone & Webster projects in 1958 
for lost time accidents per 1,000,000 
man-hours worked was 17.38. 

Construction forces working on the 
Bremo Bluff, Va., power station, also 


(Continued on page 22) 





“foing to Maine 


Chuck Bradley 
Osmose Forester 


If so, you will want to take a 
look at the way Central Maine 
Power Company handles its 
transmission brush _ control. 
R/W Maintenance didn’t per- 
form this work, but we would 
be proud to take the credit if 
we had. 











A beautiful example of selec- 
tive spraying! Not only have 
all low-growing plants been 
left intact, but you can see 
where they have spread out 
all over the place once the 
competition of the tall-growing, 
undersirable trees was re- 
moved. This makes it just that 
much harder for the undesir- 
ables to regain a foothold. 
Good public relations, too. 


We do not perform our R/W 
service for Central Maine. Not 
all utilities, though, have the 
skilled manpower available to 
achieve this kind of result. 
Maybe here’s where we can 
help you. If you would like to 
see examples of our own selec- 
tive work in other parts of 
Maine or many other states, 
drop us a card. 


Chuck Bradley 


R/W MAINTENANCE SERVICE 
a Division of 


Oe: 


WOOD PRESERVING CO. 
OF AMERICA, INC. 


978 Ellicott St., Buffalo 9, N.Y. 
ELmwood 5905 

















Problem Solving 


The consultant’s job is to help solve the 
unusual problem, often the one you could 
handle yourself, if you just had the time. 


If you have a specific problem you would 
like to discuss with the appropriate specialist 
on our 750-man staff, we would welcome the 
opportunity to talk with you. 


Some of our specialized consulting areas 
include: 


* Accounting 


Advertising 


Consulting and Design Engineering 


Depreciation 


* Economic Feasibility Studies 


Electronic Data Processing 


Financing 


Gas Supply Problems 


General Management 


Industrial Relations 


¢ Insurance 


¢ Public and Stockholder Relations 


Purchasing, Expediting and Inspection 


* Rates and Other Regulatory Matters 


Utility Operations 


Commonwealth 


SERVICES INC.—ASSOCIATES INC. 


Management and Business Consultants 
Consulting and Design Engineers 


— OFFICES — 


JACKSON, MICHIGAN 


209 E. Washington Ave. 
STate 4-6111 


NEW YORK 22, N.Y. 
300 Park Ave. 
MUrray Hill 8-1800 


HOUSTON 2, TEXAS 
M & M Building 
CApital 2-9171 


WASHINGTON 6, D.C. 
1612 K Street, N.W. 
STerling 3-3363 
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for the Virginia Electric & Power Company, under } 

M. Moran, construction superintendent were award Mr 

“honorable mention” rating second among all Stone lec § 

Webster projects in the U. S. ~ a 
op s 


> pl Si 








Wisconsin Public Service Plans og 
$15,772,000 Expansion nil 
WISCONSIN Public Service Corporation will peg’, '° 
$15,772,000 for new construction in the year « idif#! 3 












April 30, 1960, it was announced recently by } ards. 7! 
P. Taylor, president. The record expansion expen ‘ity’ 
will cover new facilities to insure continued good s: rv! @'4 
to present customers and to extend service to ne ¢ ted 
tomers. Chica 
The largest single expenditure is $9,264,000 slat _— 
for a 75,000 kilowatt generating unit addition 0 t 
Weston steam electric plant in Marathon Count). T al ine 
unit, scheduled for completion late in 1960, will increa > it 
the capacity of Weston plant to 135,000 kilowatts, a The I 
total generating capacity of Public Service to aeag’*' 
500,000 kilowatts. An additional $327,000 will bi spef’ la 
on a variety of power plant projects throughout § SUPP 
electric system. oo 
Ixpansion of the electric power transmissiou sy 
tem will require $365,000. New substation and subst D. 
tion additions will cost $567,000. Electric distributig Me 
system expenditures will amount to $2,732,000. PRC 


Additions and improvements in the production, tranknned) 
mission, and distribution of gas will cost $1,771,0hss. a 
Automotive equipment replacement will total $400,00hed of 

“Electric and gas utilities are today among the mapusly 1 
significant sustaining forces in the nation’s economyg of th 
Mr. Taylor stated. “During the last recession, as §be st 
earlier ones, the continuing investments by these compval J 
panies played an important part in carrying our econonf{The n 
through the period of adjustment. 

“In 1958, when American industry as a whole 









nation’s investor-owned electric and gas companies 1 
creased theirs substantially spending a record Sofftely $ 
billion.” 


Chicago District Pipline Begins 
$17,000,000 Project 


gas pipeline to extend from near Joliet to the Calumfhy wh 
distribution station of The Peoples Gas Light anc Co 


by next fall. 
Chicago District Pipeline Company, a People: Ggn on 
subsidiary, will build most of the project with the par 
company constructing the balance. Chicago | 
transports gas from Joliet, where the system’: lot 
distance pipelines terminate, to Peoples Gas, Northegy 
Illinois Gas Company and Northern Indiana Publi te. at 
Service Company. Chicago District will also tra''sP%ub] g 
the gas to be brought to this area by the recent! ¢efher ‘je 
tificated Midwestern Gas Transmission Compan ny in 
Eskil I. Bjork, chairman, said, “The new proje:* Wi na iic 
perform the essential function of transporting add: 1on ly ole 
gas supplies for Chicago homes and industries, as ' Md Tin 
for customers of the utilities serving 320 comme tific 
in northern Illinois and northern Indiana. It als» Wfxa: ; 
provide more flexibility in the regional distribut. 00 Ghnis on 
gas.” 
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pene ard" Bjork has stated that with 
1 Stonegled gas supplies expected to be 
ailale by the next heating season 
op! :s Gas will be able to eliminate 
b present waiting list of 65,000 ap- 
cans for space heating in single 
mil) dwellings. The company also 
vill speffy, °° able to make available space 
ar «idigttt! $ Service to considerable num- 
wy Hares of applicants on the multiple 
pen litt mil buildings’ list and to commer- 
od s ry! acd industrial establishments, he 
nev cyl = 
Chicago District’s new facility, to 
100 slag known as the Third Calument Line, 
anaes ll t-averse the same general area as 
at % al lines it presently operates to serve 
“eee ith side station. _ 
vatts, ag lhe Third Calumet Line’s designed 
to neaspecty of 557 million cubic feet per 
I be spe large enough to handle addition- 
ghout ty SU pplies from future expansion 
pjec ts. 
reer. D. S. Kennedy, Anchor 
stributid Metals Propose Merger 
0. PROPOSED merger of D. S. 
on, tramennedy & Company of Cohasset, 
1,771,0hss. and Anchor Metals, Incorpo- 
$400,00hed of Hurst, Texas was unani- 
the mdpusly recommended by a joint meet- 
conomyg of the boards of directors May 28 
on, as # be submitted for stockholder ap- 
1ese compval June 29, 1959, 
econongThe merged corporations, continu- 
y the name of D. S. Kennedy 
whole m Company, will create capital of 
17%, t§.000,000 and total annual sales for 


panies fe fiscal year of 1959 of approxi- 
ord $5fRtely $20,000,000. Anchor will con- 
lue as an operating division of 
nnedy. 
fAccording to the announcement, 
mnedy, formed in 1945, is the fore- 


st company in the field of large 
\) natuiferowave antennas and the only com- 
» Calunthy “hich devotes its energies entire- 
an COB to antenna research, design and 
ex} ecl@inu ‘acture. Anchor, formed in 1953, 
jenzaged exclusively in the de- 
pple Gn ond manufacture of electrical 
he pareinsission towers for electrical 
| str titi Ss. 
‘m loll h compatibility of manufacturing 
Northetili: <s in the 6 plants and div ersity 
1a Publ ic. ation offer opportunities for 
trat'sPOhubl ng the production capacity in 
ent! Celher Geld as well as placing the com- 
_. ny ‘2 a more competitive position 
‘oje WEF ne tional distribution. The 3 Ken- 
add: only slants are located in Cohasset 
as \ cll @d liingham, Massachusetts. The 3 
nmi itiich: plants are located in Hurst, 
als) W§xa:; Fort Madison, Iowa and 
but. @inis'on, Alabama. 
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Raytheon Changes Name 
EFFECTIVE last month, Raytheon 
Company became the new name of 
the electronics firm formerly known 
as Raytheon Manufacturing Com- 
pany. The new name reflects the 
broadened activity of the company 
which runs the gamut from basic re- 
search to field maintenance of intri- 
cate military systems. 

The Raytheon name was adapted in 
1925. Prior to that time, the firm 
was known as the American Appli- 
ance Company which was formed in 
1922. Raytheon means “Ray of the 
Gods” in Greek, 


Doubling of Utility Revenues in 
Relighting Is Goal of Silvray 
In Nationwide Promotion 


A VIGOROUS campaign to help 
double commercial and industrial elec- 
trical revenue in the relighting market 
has been instituted for public utility 
companies throughout the nation by 
Silvray Lighting, Inc., Bound Brook, 
N. J. 
Keystone of the program is the rec- 
ommendation of 200 foot-candlepower 


as the desirable level of illumination 
for many visual tasks, in line with the 
new standard to be released in the Il- 
luminating Engineering Society 
Handbook. 

According to James M. Gilbert, 
president of Silvray, one of the pro- 
gram’s objectives is to link an awaken- 
ing of the “sleeping giant”—the re- 
lighting business—with the National 
Lighting Bureau's present promotion. 

The Silvray campaign is geared to 
reach utility customers through ad- 
vertisements in national publications 
and direct mail and personal follow- 
up. 

A campaign has been directed to 
3,300 key public utility executives 
across the country whose firms are 
prime beneficiaries of the new IES 
standards. The campaign is based on 
revenue increases possible with the 
use of the new General Electric Pow- 
er Groove fluorescent lamp in Silvray 
“Seeing Systems.” (Silvray is recog-’ 
nized as the pioneer in the develop- 
ment of the first practical controlled 
application of the new high output 
lamp. ) 


(Continued on page 24) 








7'PROFIT-YARDS” 


Houston Lighting & Power Cancane s 50-ton P&H 
= 855B-LC crane with extra wide, long crawlers 








MULTI-PURPOSE PaH MOBILE CRANES FOR UTILITIES’ 
MATERIALS HANDLING AND MAINTENANCE WORK 


Profit-Lifts are the end product of advanced P&H design and engineering 
features that result in higher production, lower operating cost— more net 
profit for P&H users. Truck cranes from 10 to 80 tons—crawler cranes 
from 20 to 110 tons—crawler excavators from 4% to 3% cu. yds. See 
your P&H dealer for all of the profitable facts or write: Dept. 534A, 
Harnischfeger Corporation, Milwaukee 46, Wisconsin. 


HARNISCHFEGER 
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During the one-week period, utility 
executives received successively four 
brightly colored tubes, each contain- 
ing a scroll and tracing the history of 
increased candlepower requirements 
since 1920. 

The first, in a blue container, read: 
“In 1920 the accepted level of illumi- 
nation was 10-foot candles. What will 
it be in 1960? The answer will be com- 
ing your way from Silvray.”’ Attached 
to the message was a small blue candle. 

Successive messages in red, yellow 
and orange tubes gave levels of 30- 


foot candles for 1933, 50 for 1940, 
and 100 for 1955. Candles of the same 
color as the tubes, increased in size 
with each mailing. 

A final mailing in a large silver tube 
announced the 1960 standard of 200- 
foot candles and told the utility off- 
cials: “This means you can double 
your revenue from commercial and 
industrial lighting.” The copy states 
that Silvray could help public utilities 
(1) make full but controlled use of the 
new high capacity fluorescent lamps ; 
(2) carry the story of good lighting 
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NEW ISSUE 





Dated June 1, 1959 





New York Hanseatic Corporation 








Courts & Co. Goodbody & Co. 
McDonnell! & Co. The Ohio Company 
Incorporated 
Blunt Ellis & Simmons 


This announcement is under no circumstances to be construed as an offer to sell 
or as a solicitation of an offer to buy any of these securities. 
The offering is made only by the Prospectus. 


| $25,000,000 
Southern Electric Generating Company | 


First Mortgage Bonds, 51/44% Series due 1992 


| Price 101.579% and Accrued Interest 


The Prospectus may be obtained in any State in which this announce- 
ment is circulated from only such of the undersigned or other dealers 
or brokers as may lawfully offer these securities in such State. 


Merrill Lynch, Pierce, Fenner & Smith Blyth & Co., Inc. 
Incorporated 
American Securities Corporation Francis I. duPont & Co. Hallgarten & Co. 


Hornblower & Weeks Laurence M. Marks & Co. Paine, Webber, Jackson & Curtis 
Shearson, Hammill & Co. Ball, Burge & Kraus 


May 29, 1959 


Due June 1, 1992 








Johnston, Lemon & Co. 





Auchincloss, Parker & Redpath 





Granbery, Marache & Co. 





to your commercial and industria! cy 
tomers. 

It suggests that they “set a ‘ivin 
example in your own offices as hy 
been done by Consolidated Edison , 
New York, Detroit Edison, Unig 
Electric of St. Louis, Baltimor: Gj 
& Electric, New Orleans Public Ser 





ice and others.” 

Illustrated on the scroll is one of t 
nine executive offices of Consoli lat 
Edison that have been equippec wi 
high output fluorescent lamps in t 
newest type of floating panel fix ure 
A return postcard is attached. 

Silvray’s field staff of 70 sale 
armed with a “how-to” presen ati 
for public utilities, will call on exec 
tives mailing the reply postal ca d. 

The ability to offer these confor 
able, shadowless “Seeing Sys‘ems 
according to Mr. Gilbert, is the ey 
the entire 200-foot candle promiotio 
Top-level lighting, adaptable to ai 
size room, he explained, has bed 
made possible by the creation of 
new system cailed the Modular 2( 
1L.C. (Indirect Luminous Ceiling 
This is a two-lamp unit reflecting tw 
thirds of the light from the ceiling ar 
furnishing the remaining one-thiy 
direct, and can be used to provid 
levels ranging from 100-foot candl¢ 


me 





on up. It permits use of single lamg 
in line, two lamps parallel to one a 
other, the quad system and Color-cé 
which adds the element of decorati 
color. 

Programs to supplement the uti 


ties campaign to be directed at eleqe 


trical distributors and related marke 


are being prepared. In a number 4 








these activities the company’s sal@ 


force will be augmented by Gener 
Electric sales engineers. 


Utility Engineers Study Use off - 


Digital Computers 
NINETEEN 


engineers fror 


states, Canada, and Japan reventll 
completed an intensive course 1: digit 


fy. 


tal computers at the General Electr 


Company. 


All but one were from electric til 
systems, sent by their employers 


learn how to apply modern electron 
data processing machines in the sol 
tion of engineering problems. 

The course, fourth to be givi1 
G.E.’s Electric Utility Engine ‘rin 
section, included four weeks of .ra 
uate level classroom work, studie.. an 
seminars, plus the setting up and <oh 
ing of actual problems on one : t 
large computing machines at the G- 
plant, an IBM 704. 











_ four reasons why... 
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FASTEST = . WORLD'S FASTEST 
SPEED-FLIGHT : ENTEF AND SIMPLEST 
TOUCH . MARGINS 


betiniou bin 


bitiiorilie 


electron 
the sol 


ere are many more reasons why it pays to buy the REMINGTON STANDARD typewriter. Call your local Remington Rand 
to Remington Rand, Room 1604, 315 Fourth Avenue, New York 10, for folder R8959. 


ce ind see for yourself. Or writ« i q . 
Remington. Frand. 


DIVISION OF SPERRY RAND CORPORATION 
manufacturers of over 17,000,000 typewriters 











Twofold Benefits From The 


Analysts Journa 


7, ‘ts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


EX Ay 515 5 OTT ert AS 


SAS 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 





THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 





Gentlemen: 


O Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 


O Please send me your advertising brochure. 


Address 




















Has tools...will travel! uiiity ana other 


emergency servicemen swear by this Dodge V-8 Tradesman, and for 
good reasons. Besides pick-up load space, it has lock-up room for all 
tools. And with famous Dodge dependability, it has these advantages 


that come in handy on all service calls: 45 hp. more than Truck ‘‘C’’, 





19 more than Truck ‘‘F’’.. . . shortest turning radius... the largest 


e payload, load space, and brakes in the low-priced 3. 


You can choose a powerful V-8 or thrifty Six, 3- or 4-speed. trans- 
mission—even push-button automatic LoadFlite. See your Dodge 
dealer about this Tradesman, or any Dodge truck up to 49,000-lb. 
G.V.W. Power Giants. Find out why... 


today, 


a ag oe iB O 6 fexe 
Trucks 








A king-sized tool chest on wheels . . . that’s the Dodge Tradesman’s body. 
Tools and supplies stow neatly, where you can reach them quickly. A place 
for everything. All compartments lock. Available sliding roof protects 
pick-up load space, between body sides. Choice of two body styles. 





PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1800 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 
37 Wall Street 437 Shoreham Bidg. 
New York 5, N. Y. Washington 5, D. C. 


Rate of Reture Analysis 
Economic and Financial Reports 


Rate Cases Management and Market Studies 
Cost of Service Determination 














SERVICES INC. Management and Business Consultants 
300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 
Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 
ASSOCIATES INC. Consulting and Design Engineers 


Commonwealth Building, Jackson, Mich., STate 4-6111 














DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











Mention the ForTNIGHTLY—It identifies your inquiry 
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(continued) 


% Standby 
%* Augmentation 
%* 100% Town Supply 


Design « Engineering ¢ Construction 





11) WEST 42ND STREET NEW YORK 36,N. Y. 


DRAKE & TOWNSEND 


LP-gas 


EMPIRE GAS 
ENGINEERING CO. 
P.O. Box 1738. 

Atlanta 1. Georgia 


peak shaving 
and stand-by 
plants tor 


+ municipalities 


+ industry 
+ design 
+ construction 












Ford, Bacon & Davis 
VALUATION Engineers CONSTRUCTION 


REPORTS RATE CASES 
NEW YORK @ MONROE, LA. @ CHICAGO @ LOS ANGELES 

















FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 














Francisco & J AcoBus 


ENGINEER & ARCHITECT 
Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


CLEVELAND TUCSON 


WESTBURY 





New YORK 











GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS CONSTRUCTORS 
Los Angeles NEW YORK 


Tampa 
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GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 








525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON « NEW YORK 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


gy DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE . COLUMBUS, OHIO 








INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and Consulting Engineers 
Dams—Power Plants—Transmission Lines—Railroads—Highways 


Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 





74 New Montgomery Street San Francisco 5, California 








JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theatre Building Ann Arbor, Michigan NOrmandy 8-7778 
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Tne fu lj heat! loyoralion 


ENGINEERS ° © ON st RUCT. ORS 


POWER PLANT. SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N.| BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 


os. - CLASS COST ANALYSES ‘for Developing CLASS RATES tatty 
Water OF RETURN and UNIT COSTS for use in MUNICINAL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 


Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 











CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. ees CHARLOTTE, N. C. 











Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 














SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 











Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usslitses—Industrtals 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies ©® Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











STONE &s WEBSTER : susron" 


CHICAGO 


ENGINEERING CORPORATION PITTSBURGH 


HOUSTON 


SAN FRANCISCO 
DESIGN +» CONSTRUCTION - REPORTS - APPRAISALS LOS ANGELES 


EXAMINATIONS + CONSULTING ENGINEERING pad 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 


DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 


























er Consulting Engineer 
a REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Topographic and Planimetric Maps Public Utility Valuations, Reports and 
wees & — for all Original Cost Studies 
ea” aaa 910 Electric Building Indianapolis, Ind. 





















BURNS & McDONNELL 


Engineers-Architects-Consultants 
KANSAS CITY, MO. 
P. O. Box 7088 
Phone: DElmar 3-4375 


ENGINEERS, CONSTRUCTIO:: AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


foe, Bee Gi Bon.e a a » 
GAS AnD SERVICE CO. 


327 So. LaSalle St., Chicago 4, Il. 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigati Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


HARRISBURG, PENNSYLVANIA 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 


Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 




















Jackson & Moreland, Inc. 


Jackson & Moreland International, Inc. 
Engineers and Consultants 


ELECTRICAL—MECHANICAL—STRUCTUBAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 





FOR 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW YORK 








A. S. SCHULMAN ELEctTrRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
L.os Angeles Tampa 

















PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Structural 
Civil * Nuclear « Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


4 
On sv 
*auisuE0 ~ 








The R.W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 











LUTZ & MAY COMPANY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 


Engineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis . San Francisco ° Washington 

















Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 











A, W. WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Pertiand 
Inspectors stationed throughout the U.S.A. 
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Typical Users of 
Newport News Equipment 


PLANT 

Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J. H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 
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General view of dam at Grand Coulee, built by the Bureau 

of Reclamation, which utilizes 18 Newport News turbines, 

the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 





in building 
Water Power Equipment 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 

Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 


gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 


EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 





CARRIER- 
RELAYING i 


CARRIER- 
RELAYING 


TRANSISTOR CARRIER CURRENT CHANNEL, together with 
General Electric’s new Static Phase-comparison Relay, pro- 
vides co-ordinated transmission line protection. 


W. E. HUNT, MANAGER—Relay Sales, displays module 
construction of new static phase-comparison relay. 


NEW G-E STATIC RELAY and the carrier complete staged fault test on 
Muskingum-Philo 138-Ky line of Ohio Power Co. Checking new relay 
are Mr. Arthur Hauspurg, Relay Section Head, American Electric Power 
Service Corp.; and Mr. R. H. Macpherson, Manager—Relay Engineering 
for General Electric. 


General Electric Opens 
a New Era in Protective Relaying 


. . . With first static phase-comparison relay 


The perfection of reliable static components makes possible 
practically maintenance-free relays ... desired by utility men 
for years. In addition, improved forms of relays using static 
components will open new fields of application never economi- 
cally possible before. Static protective relays can now be 
created that will provide the functions and the characteristics 
required by modern power systems—higher speed, less main- 
tenance, increased sensitivity, lower burdens. 

A line of static protective relays is now on the drawing 

board for protection of the complete electric utility system 
... transmission lines, transformers, generators and buses. 
STATIC PHASE-COMPARISON RELAY is the first in the Gen- 
eral Electric line of new static relays. It compares the phase 
position of currents at the line terminals to provide simul- 
taneous. high-speed tripping of a faulted transmission line. 
Transistor measuring elements provide higher speed, im- 
proved stability of. characteristics, and reduction in main- 
tenance costs. 
G-E TRANSISTOR CARRIER CURRENT EQUIPMENT provides the 
communication tie for co-ordinated line protection. Fully 
transistorized transmitters and receivers offer high-speed 
channels . . . conservation of frequency spectrum .. . and 
full 10-watt power output. 

This joint product development helps assure electric utili- 
ties of improved system protection now . . . and economical 
system expansion when load growth demands it. 301-406 


MORE POWER TO AMERICA 


GENERAL @@) ELECTRIC 

















